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New year hopes 
For America’s awful Congress, 
page 9. For the world 
economy, page 10 and page 
90. For peace in the Middle 
East, page 11, if Arafat pulls 
himself together, page 15, or is 
eplaced, page 16. 


Fowler's welfare 
Reforms that are modestly 
humane, page 13, but 


The dark side 


The Bulgarisation atrocity says 
something about the other half 
of Europe, page 14. 


Domesday 

Britain's family structure for the 

past 900 years, page 44. 
‘amilies’ habits now, in a 

appy Britain, page 43. 


What went wrong? 
At Wrongley. Our whodunnit, 


Hustle the East 
Two billion capitalists in China 
and India, pages 65-70. 
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probably unpopular, page 39. 
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Gone Green 

That West German party looks 
even mavericker, page 31. 
France's prime minister feels 
sick, page 32. A survey of how 
Europe's social democrats are 
getting up to date, pages 47- 
55 
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Sorted out? 

No in Afghanistan, page 16. 
Maybe in Uganda, page 18. 
Devalue the naira, page 12. 





Sport of sheikhs 


British horseracing booms, just 
before stallions’ prices crash. 
An 11-page survey in full 
colour, after page 62. 


Great sell-off 

The world privatises, pages 
71-86. 

Policing the City 
Lloyd's still off the beat, page 





Ice and snow 
The science of them, pages 
103-108. 





Pantomime 
In its carefree dotage, pages 
113-115. 
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__, Pink panthers 


.SIR—In your leader “How to 


= hunt the pink panthers” (Decem- 


ber 7th) you say complacency is 


= Wrong, but it abounds. Lloyd's 


recently confirmed sentences on 


| those whose complicity was es- 


3 


React 


sential for the PCW schemes to 
succeed. These sentences did not 
reflect the gravity of stealing and 
complicity with those who do so. 
Lloyd's has said that their inten- 
tion isto make sure that “there are 
no more rotten apples in the 
barrel”. Ifso, anyone contaminat- 
ed should be excluded from 
Lloyd’s membership. Also, it ap- 





p pears that there remain beneficia- 


ries of these schemes, against 
whom no action has yet been 
taken. 

There are others who were 
invited to take part, but refused 
to do so. Because, they ex- 

ined, “the schemes were a 

ud on the names”. Far from 
being exonerated, they should be 
censured for failing to alert the 
Lloyd’s committee that a crime 
was being committed. They 
failed in their duty to uphold “the 
utmost good faith”. Unless this 
ee is made forcefully enough 

r existing attitudes to change 
within the whole of Lioyd’s, self 
regulation will fail. 


London 


Jonn Rew 


StR—The reason that the director 
of pabtic prosecutions, does not 
seek publicity is that he’ is ap- 


Printed in 


de y 





pointed, not elected. Any at- 
tempt to impose on the British 
system those aspects of publicity 
(and the kudos which results) 
common in the United States 
would risk the same slide into 
corruption which was obvious in 
other specialist “‘crimebusting” 
squads of the late "60s and early 
‘70s. The proper action is con- 
tained in the last two sentences of 
your leader. “True and fair” 
should mean just that. But recent- 
ly, accountants have begun to 
behave like those of another pro- 
fession—burying their mistakes. 

Kindhausen, 


Switzerland J.T. Watt 





Exchange rates 


SIR—Your message to third 
world governments to “devalue 
overvalued currencies” (Novem- 
ber 23rd) is welcome. But why 
focus your concern on the present 
problem of capital flight? The 
matter is of far deeper 
significance. 

At existing exchange rates 
there are few reasons why any- 
body in a developing country 
should import manufactured 
goods from another developing 
country rather than from estab- 
lished industrial countries. How 
else can low-income countries 
avoid the insidious demonstra- 
tion effect of developed-country 
standards on their patterns of 
consumption unless the ex- 
change-rate system encourages 
and permits “shoddy” goods to 
be sold at “shoddy goods prices”, 
as Japan did so effectively and 
usefully in the 1930s? Why, for 
instance, are Africans driving 
Mercedes and Toyotas rather 
than Indian Ambassador cars? 





Oxford S. PLEASE 
Ulster 

SIR—Regarding Mr Jackson’s let- 
ter (December 7th), Ulster 


Unionists should now accept that 
although their province may have 
been united in law historically 
with the rest of the United King- 
dom they are not part of Great 
Britain. Ulster is part of Ireland 
and always has been. 

Mr Jackson's example of Brad- 
ford being governed in consulta- 
tion with Pakistan is no parallel at 
all. The Protestant minority in 
Ireland drew themselves an artifi- 
cial administrative boundary to 
nig local elections in their own 
favour, Of course the Catholic 


minority of Ulster boycotted the 
assembly: they are part of Ire- 
land's majority. Mr Jackson 
should remember that Britain 
partitioned India, not the Muslim 
minority of Pakistan. And the 
price of that imperial policy has 
been paid down to the present 
day, by the people of both con- 
flicting religious communities in 
that sub-continent, 

Protestant Loyalists must ac- 
cept that loyalty to the Crown 
demands loyalty to the Accord 
with Dublin accepted by Her 
Majesty’s Government. If they 
do not (and forfeit their claims as 
Loyalists) they should rest as- 
sured that England can also dis- 
solve the Union with Ulster on 
our side, and let the Indian/Paki- 
stani model be followed to its 
bloody bitter end—if the Protes- 
tant minority in Ireland so wish. 
Uppingham, 


Rutland ADRIAN WATTS 





Israel 


SIR—Mr Francis Boyle (Letters, 
November 16th) accuses Israel of 
an “illegal act” for its “annex- 
ation of west Jerusalem in 1948”. 
He bases his charge on the Unit- 
ed Nations partition resolution 
for the Palestine mandate (1947) 
which called for making the city 
an internationally governed “‘cor- 
pus separatum”. However, reso- 
lutions of the UN General Assem- 
bly do not constitute law 
according to the UN charter. 
General Assembly resolutions 
are merely “recommendations”. 
Therefore, when the modern 
state of Israel established its capi- 
tal in Jerusalem, the internation- 
al law that applied was the 
League of Nations mandate of 
1922. 

It is well known that the 1922 
Palestine mandate called for de- 
velopment of the country as the 
Jewish national home. Placing 
the capital of the Jewish state in 
Jerusalem is obviously consonant 
with that end. It is equally obvi- 
ous that the occupation of east 
Jerusalem and other territory 
west of the Jordan river by the 
Arab Legion of King Abdullah 
was a violation of the mandate. 





Jerusalem ELLIOTT A. GREEN 
Geese 
SiR—Your article (November 


30th) on American wild turkeys 
moving into suburban parks 
where shooting is not permitted 
may have a parallel in the larger 
number of geese that have been 
wintering in northern states. 
Hunting seasons in different 
States are staggered to coincide 
with their migration. Is it possible 


eens 
4 Published weekly (except for a combined issue the last week in December and the first week in January) by The Economist New: 


that the geese have learned that 
the shooting will stop sooner if 
they stay put? 

Another possibility suggested 
in the current issue of The Con- 
servationist, is that the flocks of 
geese that traditionally migrated 
the farthest south may have been 
decimated because “they were 
annually subjected to several 
hunting seasons as they flew 
south through different states”, 

In 1977 attempts to entice away 
the geese who were resting at the 
Horicon national wildlife refuge 
in Wisconsin assumed comic-op- 
era proportions when wildlife 
managers breached the dams 
they had constructed to impound 
water to attract the geese. When 
they showed no inclination to 
leave, the managers chivied them 
from aircraft and motor boats. 
All they accomplished was 
disperse the birds on to nea 
farm land where much grain lay 
still unharvested. To assuage the 
farmers’ wrath they brought up 
artillery in the form of noisemak- 
er cannons. But the geese be- 
came accustomed to the noise 
and stayed put. 
Canaseraga, 
New York 


Oops 


SIR—You say in your telecom- 
munications survey (November 
23rd) that some expect GTE 
Sprint “to lose $1 billion (includ- 
ing capital spending) this year’’. 
A “loss” never includes capital 
spending, as any debutant ac- 
countant could tell you. 

Saddle Brook, 

New Jersey ELMER N. FUNKHOUSER 


B. A. ROBINSON 
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=XECUTIVE FOCUS 


ASIAN DEVELOPMENT BANK 


The ASIAN DEVELOPMENT BANK is an international finance institution based in Manila, Philippines anc 
established for the purpose of lending funds, promoting investments and providing technical assistance to 
developing countries and, generally, for fostering economic growth in the Asian region. Its members 
: ses 45 countries, 31 of which are from the Asian region and 14 from Western Europe and North Ameri 

The Bank offers cramer opportunities to highty qualified and experienced professionals who see 
loyment on a career or fixed term basis. Applications are invited for the following positions. 


© (Agriculture, Irrigation, Transport, Water Supply, Education) 
Identification, preparation, appraisal and evaluation of financial/economic viability of loans and techn 
assistance projects; provision of forecasts of project impact on the overall social/economic development of 
recipient country, the development of the sector and its sectoral interfaces; financial/economic analy 
including forecasting of financial/economic rates of return; evaluation of financial impact and viab 
repercussions of changes in project implementation conditions; administration of financial/economic aspects o 
-loans and technical assistance projects. 


edad (Water suppl and Sanitation, Electric Power, Agriculture, Urban Development) 

_, Identification, preparation, appraisal and evaluation of technical and economic viability of loans and- 
_ technical assistance projects; determination of project feasibility including input-output analysis of proposed 
engineering systems; loan administration, including supervision of project implementation by executing | 


_ RESEARCH ECONOMIST 


@ Development/general economists with good theory and quantitative background for research positions in 
_ the Economics Office. Successful candidates must have demonstrated an ability to yolk okie inal research 
_ Of publishable quality. Research interest and publications in one or more of the following fields with reference t 
> | developing countries of the Asia-Pacific region are desirable: industrialisation, rural development, projec 

|. evaluation methodology, macroeconometric modelling and international trade. 


DEVELOPMENT POLICY OFFICER 
Operational policy formulation and review, formulation of long range operational plans, evaluation of 


ational programmes, identifying new directions and approaches for the Bank's operation and reviewing | 
k Operations in terms of their results and impact as against the Bank's objectives as well as the needs of th 


‘w Management of muliicurtanoy fixed income Jauidty portfolios. Considerable experience in th 
management of portfolios invested in short to medium maturity fixed income securities denominated in the major 
convertible currencies. : 
< Candidates should have a university degree and a minimum of five years or professional experienc 
preferably in their particular field of expertise. Fluency in written and spoken English is essential. Staff and their 
families will be based in Manila, Philippines, but some of the positions involve international travel. The positions. 

er a competitive salary paid in. US dollars normally free of tax, and an excellent benefits package. 
Interested persons are invited to send to the following address their curriculum vitae, includi 
and details of their working experience, indicating on both letter and envelope Ref. No. UK23 


Ref. No. UK23 
Head, Employment and Staff Relations, Personnel Division 
-_... ASIAN DEVELOPMENT BANK, PO BOX 789 
Manila, Philippines 
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N Required by the 
d | FOOD AND AGRICULTURE ORGANIZATION 
- OF THE UNITED NATIONS (FAO) 


~ EXPERIENCED ECONOMIST 


at Rome Headquarters 


To organize and carry out analytical work on agricultural com- 
modity trade and policy questions; plan, prepare and edit the 
Organization's major annual. publication on. commodity ee 
developments, the FAO Commodity Review and Outlook, and 
related documents; analyze developments in regional and sub- 
ional commodity trade policies. 
Naqpirements: 
; ~~ master’ s degree or its equivalent in economics 
~~ 7 years’ experience in analysis of commodity trade 
and policy wo 
A een in English 
Benefits: 
Initial contract for three years with future career 
possibilities. Relocation grant, tax free salary, cost 


of living oman lucation. grant and other f- 
benefits of international Civil Service. Net Salary 


US$32 938 to US$43.175. 


Please send detailed curriculum vitae not later than 15 February 
1986 quoting VA No. 113-ESC to: 


Bee Recruitment 


Via Sei Terme di Caracalla 
Rome, Ita 


"of Business Administration 


opening 1.1000. for assistant fessor- 
acre ey is the associate evel in the following areas: ve 


CONTROL: 
Ck E ETN E iiiar EE 


FINANCE: 
Se eee ree aI AA aaa 


‘Capital markets, 
GENERAL MĀNA 


GEMENT: 
business policy, international business, and other areas of general ` 


ECONOMISTS 
FOR FINANCIA) NSTITUTION 
IN KUWAIT 


Kuwait's youngest and fastest growing commercial 
bank seeks several international economists to build 
its economics team. 


Applicants should have experience i in one or more of 
the following areas: 


Investment, analysis relating to. capital, money and 
foreign exchange markets with particular regard to 
the US and the major industrial countries; macro- 
economic analysis, short and medium-term forecast- 
ing; country risk, analysis; econometric model build- 
ing, mathematical and statistical analysis of financial 
variables. 


Candidates should currently be working for invest- 
ment advisors, stockbrokers or commercial banks. _ 
Previous. experience with a public sector financial 
institution would be an advantage: 

Sound analytical capabilities and the ability to write 
attractive English when under pressure are essential. 
Applicants are likely to have a a post-graduate gual- 
ification. : 


Excellent tax-free remuneration, countnbiasivake with 
experience and qualifications plus normal fringe be- 
nefits will be offered. 


Please write enclosing a comprehensive CV to: 
The Personnel Manager, : 
P.O. Box 3996, Salmiya, Kait. 


c£20,000 plus Benefits 
The Royal Bank of Scotland is seeking an experienced 
economist to head the London Office of its Economics 
Department and Information Library. The Department, 4 
which has offices in both Edinburgh and London, i is | 
responsible for providing a comprehensive econ 
intelligence, information and advice servi 
Bank and its customers, as well as prod 
of economic and financial publi 
candidate will lead a small team economists with 
primary responsibility for analysis of overseas 


. economies and will play a key role in advising the 


Bank’s senior management, particularly on finance: 
markets and trends. ` 

Relevant experience in the fisiandint sector 

an advantage but the post may also be 

suitably qualified mid-career acad 

(in the latter case, initially ona 3/5: 

The post carries a number of at 

including staff house purch 

and a non-contributory pension s 

Please appiyi in ei to: 


London SEI 98x. 
X% The Royal Bank of Scotland ple 


THE EGONOMI 








| companies, large and small, old and new, manufacturing and when the quoted gross yield was 0.4%. Prices are calculated 
























414% GROWTH IN OU] 
FIRST 14 MONTHS. 


We n we launched our new Uni-UK Equity Trust on 
Septem 





















` currently handling some £6000m of investors funds. 
ber 22nd last year, we said at the time that the The Trust is based in the politically stable Isle of Man, 
British conomy was a particularly promising investment. where there are no domestic taxes on the Trust, or on th 

as, income paid to unit trust holders resident outside the Islan 
The offer price of our accumulation units rose to, The fund will receive dividends from United Kingdom o 
in the Trust’ first fourteen months, An increase equities net of UK income tax. 
4%. Over the same period the Financial Times { For anyone resident abroad, the Trust provide 
Ordinary Share Index increased by 36.4% a particularly advantageous way to invest in the UK 
(adjusted for the reinvestment of net income). Equity market. : 
But you're by no means too late to join our 
ew Trust. Because the British economy is 
uill a sound prospect, with plenty of 
Foor, for growth. 

























HOW TO INVEST. 


We ask a minimum of £500 to 
me Barclays Uni-UK Equity Trust. 
And we give you a choice of was t 






























S invest. 
Choose accumulation units 
Consider the, facts, Gross Domestic TESS f automatically reinvest the income 
by 5% on the year. oy enhance the value of your investment. 
Output up 2.8%, productivity ONTOKS UKE Or choose income units, and we will pay yo 






























ompany profits have been rising at arate in excess — income generated by your investment annually on 
of 20% and corporate profit prospects are excellent. 30th September., 
et Economic forecasts suggest that inflation will be around However, the emphasis of this trust ison capital growth, 
|) 45% early in 1986. and any income distributed will be small. 
Markets for British goods are expanding. Tourists are Please use the subscription form below, specifying 
arriving in record numbers. New retail ventures are accumulation or income units. 





~ succeeding, PRICE AND YIELD. 
INVESTING IN UK COMPANIES. The offer prices of the income and accumulation units 


Our Uni-UK Equity Trust invests in mainly British were 72.7p and 73.7p respectively on 26th November 1985, 














ztail. each Tuesday and units can be bought and sold on that da 
It aims for long-term capital growth. Remember that the price of units, and income from 
Our investment advisers are Barclays Investment them, can go down as well as up. Past performance i is not 
sement Limited, an experienced investment house necessarily any guide to the future. 











‘The minimum in stment is:€500. An initial charge of 54. ismadewhich: management charge to 144%) by giving unitholders 3 month's notice. 
is included inthe offer price of units, There is an annual charge of I (plus VAT) You can sell back units on any of the dealing days at a price not less 
of the net assce value ot the Trust, deducted weekly from income. In accordance than-the realisation price calculated in’ terms of the Trust Deed under which 
swith the terms of the Trust Deed, the managers may increise the annual  Barclaytrust Isle of Mati Limited is Trustee, 

¢ of Man) Limited, (The Managers) 1, Thomas Street, Douglas, Isle of Man. Telex: 627153, Tel: (0624) 23252. 









E ump Sum lavestment: I/We enclose cheque/dratt in your fayour for CU The certificate should be forwarded to my/our address below. 

Í n se . 
(minimum £500) which ple ase invest for me/us O The certificate should be delivered TO innemen “pellets 
Unik Equity Trust. accunvulation/ineome units (delete as 
te oF actarnilnon units wil a balan? at ou offer price ruling on 














t Ay x ay ments shou hd be in Sn aes and payments from non- for safekeeping on my/our behalf. We declare that Lam/we arc over cightcen 
kK Bank POU should be by Bankers Draft, _ oo years of age, For joint applications all must-sign. 
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| Italy's unification was no fongera dr mn 
but Banco di Sicilia was alreadya reality. _ 


Having inherited the experience of the first “Public 
Benches’ active in the Kingdom of Sicily since the 15th 
century, Banco di Sicilia was, already in 1860, one of 
the most important banks in the Kingdom of Italy, to 
an extent that it continued to issue paper money on 
behalf of the Italian State up to 1926. 


Nowadays, Banco di Sicilia is atthe same time aregion-.. 
al, national and international bank, operating in the 
short and. medium term, with 319 branches through- 
Out Italy, foreign branches in Frankfurt, London, 
Los Angeles, New York, Paris, and representative of- 
fices in Brussels, Budapest, Chicago, Munich, Singapore 
and Zurich, 


Our International Banking and Marketing Services á are : 
-at your disposal for all financial transactions, in aly 
and abroad. 


London ter : 

















Preparations are already well in hand for the celebra- 
tion, in 1987, of the bicentenary of the American 
constitution. Two of the jewels in that republican 

ywn, the Congress and the presidency, have ended 

85 neither lustrous nor glittering. If the celebrations 
are not to look grotesque, let next year prove more 
successful than this for President Reagan and the 535 
members of the 99th Congress. 

In the last moments of a more than customarily 
chaotic end-of-term scramble, Mr Reagan managed to 
salvage the number one legislative priority of his second 
term, the reform of America’s tax system. But he 
achieved it only after a rebuff from members of his own 
party: just 14 of the 182 Republican members of the 
House of Representatives were at first prepared to let 
the tax-reform bill even come forward for consideration 
by the full House. Appalled, Mr Reagan and his vice- 
president then made their somewhat undignified way to 
Capitol Hill to cajole the reluctant Republicans in 
person. In the end the House passed the bill, but the 
president’s reputation has not been enhanced. Many 
Republicans in Congress are coming to believe that Mr 
Reagan’s popularity, strong as it remains, is his alone, 

id, just as nothing nasty rubs off on it, neither does it 

b off anything nice on anybody else. Seeing little 
“electoral advantage in supporting a tax bill crafted by a 
Democrat-controlled committee, they were intensely 
reluctant to do so. 

The national interest? Fair taxation? Economic effi- 
ciency? Both the initial and amended proposals for tax 
reform held some advantages for all of these, but such 
concepts seem remote from the minds of congressmen 
these days. They are swayed, above all, by the army of 
lobbyists that infest Capitol Hill, proffering the finan- 
cial support of their innumerable political action com- 
mittees and arguing for particular rather than general 
interests. On some issues, when one lobby is opposed to 
another, they may neutralise each other. In the case of 
tax reform, traditional opponents coalesce to fight for 
their single common interest. Thus employers and 
unions join forces to lobby for special treatment for 
investment in industry, particularly theirs, while build- 
ing unions, construction companies and property devel- 
opers all combine to secure tax breaks for thrice- 
mortgaged holiday-home owners. Congressmen, faced 
Me gover bigger bills for their constant and intermina- 





Washington scramble m 


ble campaigns, are too craven to resist the blandish- 
ments of the lobbyists, let alone to risk their wrath and 
be “targeted” as undesirables. 

Indeed, congressmen now find it hard to say no to 
anybody. Asa result, they have so burdened the federa 
budget that the tide ‘of budgetary red ink is lapping a 
the steps of the Capitol. This tide, unlike that which 
immersed poor old King Canute, obeys the laws of 
man, not of nature, and could be reversed with taxes or È 
spending cuts. Yet in the last days before they went off 
for Christmas, congressmen were voting to spend — 
money on everything from crop-price supports to 
chemical weapons. Their prodigality was particularly 
incongruous because, only a few days before, they had — 
passed the Gramm-Rudman Act, a device designed to 
bring financial discipline to their deliberations on pain 
of having it done for them automatically, indiscrimi- — 
nately and with much suffering. President Reagan has- 
now signed this extraordinary legislation, which will, if 
it is not ruled unconstitutional, deny both Congress and 
president discretion over a range of future spending. 












Desperate Acts 

The Gramm-Rudman legislation is one of the mos 
desperate Acts ever to have come out of Washington. It a 
is like a girl who can’t say no, so she puts on a chastity 
belt and throws away the key. Congress is now com- 
posed of 535 one-man parties which combine in small 
groups and shifting alliances among numberless sub- 
committees, each led by a chairman jealous of his — 
narrow fief and limited power—which is the power not - 
to promote but to obstruct. The most notable victim is — 
the budget, which emerges from an incoherent and — 
interminable process punctuated by deadlines that are 
not met, debt ceilings that are lifted at one- -minute-to- 
midnight several times a month, and catch-all continu- P 
ing resolutions that make a mockery of any claim 
Congress still has to be a serious deliberative body. 
Against this background congressmen can without any 
embarrassment declare themselves determined to at- 
tack the budget deficit while voting to spend more and 
more on their favoured projects. 

Mr Reagan is no less guilty of self-delusion. For him — 
Gramm-Rudman is a solution to the contradictions — 
implicit in the economic policy he has followed since he — 
came to office in 1981. His tax cuts have indeed brought — 
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growth, but, given 
much on defence and to leave untouched such 
red fountains as social security, the growth in the 
omy has been matched by a growth in the budget 
'h means that the national debt, which was 
n in 1981, is passing $2 trillion now. Mr 
1 has not been powerless to reduce spending. 
y president has the power of veto; this one also has 
- added authority of a man re-elected little more than 





Bold policies can cut interest rates 
boost world economic growth in 1986 


his is the time of year when politicians, journalists and 
ther bores say what they think should happen in the 
t 12 months. People who disagree with their views 
ticise them for being unrealistic. Since this article 
gests some resolutions for economic policy in 1986, 
Il first defend them against that charge by listing 
acts from 1985 which would have seemed dotty had 
body forecast them a year ago. 

rt by guessing which country has had the fastest 
growth in 1985..The answer is not an East Asian 
le country, but Brazil. Despite $100 billion of 
t, Brazil has pushed up its real GNP by about 7%. 
id which big OECD economy has had the fastest 
metary growth? Britain, allegedly run by dogmatic 
metarists, has let its M1 measure of money rise by 
in the 12 months to October and sterling M3 by 
‘Yo. Which two. OECD economies have managed the 
rpest fall in unemployment? Belgium and Holland, 
supposed victims of chronic Eurosclerosis. The 
st drop in share prices has been in once-dynamic 
gapore, down 21% in 1985. True, prices there were 
} falling a year ago—but they are supposed to 
ve in cycles, and open economies rarely buck world 
nds. Perhaps oddest of all, France now has a lower 
ation rate than Britain, 4.8% compared with 5.5%, 
ving started 1985 much higher at 6.7% against 4.6%. 














Vith a past like that, those who make new-year 
utions need not fear to be bold. So let the world’s 
nomic managers resolve on policies that cause a big 
in interest rates, boost investment and keep the 
’srecovery going. Cheaper money would also help 
America’s debtors; the $20 billion of extra bank 
proposed by the Baker plan over three years 
d effectively be doubled if dollar interest. rates 
to drop by two percentage points in 1986 and then 
/ there. Far from fanciful: American three-month 
ney-market rates have fallen that much in 1985, 
urther falls cannot depend on the Federal Reserve 
osening its grip on the money supply any more. If 
nything, that would push rates up as markets started to 
r revived inflation. Action needs to come from the 
side, mostly in forms as familiar as seasonal vows 


his adamant desire to — 






_ in that election Mr Reagan c 





reat expectations 


weeps in history. But. _ 
-ampaigned on his record, 

not on a future programme of tax reform or budgetary _ - 
discipline. Had he done so, he could now claim a 
mandate for such policies. If the constitution is not to 
look its age in 1987, may the spirit of the Founding. 
Fathers by then inspire more leadership from America’s 
president, and a greater willingness to be led from its 


shambolic Congress. l 
FEN United States 3-month 
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a year ago in one of t 


























1985. 


to give up booze and be nice to mother-in. 
repeat them in a sentence, America ought to c ve 
budget deficit while Japan and West Germany 7 
theirs, so that the dollar falls further, demand fo 
imports swings from America to the other two big. 
economies, and protectionism is held at bay. That isthe 
case for the leading governments to « inate macro- 
economic policies. It has many 1 : supporters than 
seemed possible a year ago; their views will be strength- 
ened by the OECD’s latest forecasts (see page 90). 

The more interesting and. less familiar need is to 
coordinate microeconomic policies, particularly on tax- 
ation and exchange controls, so as to influence flows of. 
capital between the big economies and hence their — 
exchange rates. When Mr Reagan’s tax reforms in 1981 
made it attractive for Americans to buy new plant and 
machinery, they did the same for foreigners investing 
there. The rush of money to America increased when 
the American Treasury abolished withholding tax on its 
bonds in 1984; convenient for financing the budget 
deficit, but also the surest way to boost the dollar and 
turn American manufacturers into rampant protectic ~ 
ists. If governments are serious about influenc l 
exchange rates, they will set up working: parties on” 
microeconomic collaboration to match the macro lot 
they have had for years. Ean é 

Micro themes for 1986 should also include liberalising 
labour markets, especially in Europe. For 30 years after 
the second world war, Europe’s unemployment rates 
were much lower than America’s; now they are be- 
tween two and six percentage points higher. Eurc 
with jobs have surrounded themselves y 
make them hard to fire and thus employ 
hire; and with wages and benefits that : 













































of the employed majority, the jobless rate started 
falling. May 1986 be the year when those lessons from, 
the low countries are learned in the rest of Europe. 












å i 4 
} FEF. g i al 
ya ba 4 £34 d v ° Y 

r. Ain r A t agt 


“AN 


sie LANES 
4 ~ Dea 
a oe hs he aaa 


On the question even its 15 resigning MPs can’t refuse 


Northern Ireland’s Unionist politicians claim that the 
agreement signed last November 15th, between the 
prime ministers of Britain and of Ireland, is anti- 
democratic, treasonable and thus wicked enough to 
justify disloyalty in the name of their Loyalist faith. The 
15 (out of 17) Ulster Members of Parliament who are 
Protestants are therefore all resigning their seats, 
causing 15 simultaneous by-elections in the month 
ahead. Only smart tactical voting by Roman Catholics 
in two of the constituencies will prevent the whole 15 
getting back to Westminster again. 

The Loyalists say the by-elections are only a substi- 

te for the referendum which they want, to show how 
much their people hate the idea of Catholics (including 
the Catholic third of the Northern Irish) having any say 
in running the province. The British government sniffily 
says a referendum is not called for; it is Parliament’s job 
to make laws for the whole kingdom, and the prece- 
dents are bad. Actually, the precedents are excellent. It 
was a referendum that squashed the nonsense about 
opposition to Britain’s membership of the European 


The peace chance of 1986 


It could be the year for an Arab-Israeli deal—if Yasser Arafat will pull 


himself together 


What does a Middle East peace need? First, a tactically 
enbtle Israel. Next, Arab reciprocity. Third, superpow- 
willingness, in the wake of the Reagan-Gorbachev 

* warm-up, to give a helpful shove. 

Israeli subtlety is probably available so long as Mr 
Shimon Peres remains prime minister in Jerusalem. But 
he has only ten months left as leader of Israels 
government before he is due to hand over to his more 
hawkish Likud coalition partners. Mr Peres is still 
popular enough to embark on a peace drive and—if 
Likud opts grumpily out—he might win a peace elec- 
tion. This is why 1986, when Mr Peres is still there, 
looks a better prospect for an Arab-Israeli agreement 
than 1987 or 1988, when he may not be. 

Arab reciprocity? The most notable feature of 1985 
was the enfeebling of the Palestine Liberation Organi- 
sation. In February Mr Yasser Arafat and King Hussein 
signed an agreement which seemed to enshrine the 
principle of land-for-peace. Since then, however, Mr 
Arafat has wobbled and wobbled over the central issue 
of Israel’s right to exist. He fluffed the chance of a stride 
towards respectability when a last-minute Palestinian 
retraction forced the British foreign secretary to drop a 
meeting with two top PLO men. Next, a series of 
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Give Ulster its referendum 
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community (which Mr Ian Paisley calls “a Roman — 
Catholic conglomerate”). Anyway nothing in Ulster — 
sets a precedent. It is all too odd. E” 
When and if the 15 are returned, Mrs Thatcher 
should give them their referendum, on the following 
question: : 
The British government affirms that any change in 
status of Northern Ireland would come about only with the - 
consent of a majority of the people of Northern Irelan d; 
and recognises that the present wish of a majority of the — 
people of Northern Ireland is for no change in the status a 2 
Northern Ireland. : 
That is the Ulstermen’s point; they could hardly put it 
better. Nor could the government of the Irish Republic, — 
nor even the mainland British, who would vote for it 
a large majority on about a 2% turnout. For these are 
the words of the first and most important two clauses of 
the Anglo-Irish agreement to which the Ulster Union- 
ists have worked themselves into such a steam of 
irrational objections. Let them have their vote, and a _ 
happy new year. ` 
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Palestinian murders showed either that Mr Arafat has 
little command over the men he is supposed to lead (in 
which case, is he worth taking seriously as leader?) or 
that he still feels obliged to condone generalised 
terrorism (in which case his sincerity as peacemaker 
looks dubious). Thereafter, his organisation was once 
again militarily humiliated, first by Israel, which flat- 
tened its Tunis headquarters after one of the murders, 
then by America, which plucked another lot of PLO 
killers out of the sky. 


PC 


The Arafat question K 
Many Israelis and Arabs, for different reasons, think 
that the PLO’s incompetence offers bright new opportu- 
nities. Maybe so. But they should not become too 
ambitious. A lot of Israelis wish to believe that King 
Hussein’s exasperation with Mr Arafat might lead to — 
direct Israeli negotiation with Jordan, along the lines of — 
the Israeli-Egyptian accord signed at Camp David in- 
1978. The king, meanwhile, has been busily conciliating 
Mr Arafat’s main Arab enemy, Syria. His idea, presum- 
ably, is to get Arab blessing, in a stage-managed — 
international conference, to enable him then to drag a 
pliable Arafat or, if Arafat is unwilling, a bunch of- 
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dpicked Palestinians into direct talks with Israel. 

A weakened PLO might indeed have to be more 
amenable. But it would be unwise of Israel to assume 
_ that the PLO can now be wished out of the equation 
` altogether. Nor should King Hussein underestimate the 
pitfalls of rapprochement with the Syrians. They will 
* ask a steep price for acquiescence in his dealings with 
_ Israel. Not only will they demand that the king arranges 
for the return of at least part of the Golan Heights. 
‘hey are also likely to insist that their favourite factions 
, of the Palestinian movement, which have been the most 
uncompromising, should be included in the negotia- 
tions. That could prevent a sensible outcome. 

_ Ever since Mr Arafat took over the PLO nearly 17 
years ago he has been trapped in a contradiction. His 
_ prime task, as he has seen it, was to create Palestinian 
consensus-at-all-costs. His second was to win back at 
lez t part of the land of Palestine. His obsessive 
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of their currency 


The money-shop downstairs from The Economist's 
Office sells Nigerian naira, when available, at N5.2 for 
each £. The official exchange rate pretends that the 
naira is worth four times as much, or N1.3 for each £. 
Be Gereral Ibrahim Babangida, Nigeria’s latest 
military ruler, has just defiantly rejected the Interna- 
tional Monetary Fund’s helpful offer of a loan to his 
country, because a condition of the loan is that his 
currency be realistically priced. His snub to the IMF 
came a week after Nigeria joined in the OPEC price war 
which will cut its foreign-exchange earnings and make a 
devaluation more necessary still. 
__ One consequence of this policy has come to light in 
London, where Johnson Matthey’s speculative bankers 
lent sterling to Nigerian politicians with which to buy 
‘imports that did not actually exist. The politicians 
tu ned their own naira into sterling at the corrupt 
Official rate, then sold the sterling on the open market 
for far more naira, then turned those far more naira into 
‘Sterling, which they then sold. ... With the right 
Chitty, signed by yourself, you can now collect four 
times your entry fee each time you pass “go”. 
__ Nigeria needed to devalue even before 1981, when its 
oil earnings began their real slump. Its domestic infla- 
tion, its government’s extravagance and its importers’ 
id enthusiasm had overtaken even the huge growth in 
exports. The problem is not long-term debt, of which 
Nigeria has little, but money owed now to firms that 
have already delivered the goods. The overdue bill 
could be as much as $9 billion. This year’s exports will 
_be around $11 billion, so the problem is transitional, not 
Structural. 
_ The IMF rightly refuses to give a loan to help the 
government go on doing the things that got it into 
trouble in the first place. It wants spending cuts bigger 
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preoccupation with the first job—despite the splitting 
off of the most intransigent bits of the PLO two years 
ago—has stopped him fulfilling the second. Can he 
concentrate his mind now? : 

The best he can sensibly hope for is a confederation 
between Jordan and a little Palestine on the western 
side of the Jordan river. That would mean a long period 
of Palestinian subordination to Jordan. But, if trust 
gradually grew between Israel and the confederation, a 
more fully-fledged Palestine could emerge. Most Pales- 
tinians, especially those who live on the West Bank, 
would thank Mr Arafat for making that compromise. 
His terrible weakness has always been his inability to 
shrug off the all-or-nothing lobby, whose romantic 
illusions permeate all the Palestinian guerrilla groups. 
He must choose between myth and decision, and only 
decision will get him into the history books. If he 
cannot, 1986 should be his last year as leader. 





A naira so impeding 


W 1y 100m Nigerians need General Babangida to make a big devaluation 


than those the government has already quite bravely 
made—but not changes nearly as big as those success- 
fully delivered by large debtors like Brazil. The two 
awkward changes are the exchange rate and domestic 
petrol (gasoline) prices. The present petrol price is 21 
US cents (at the official exchange rate) per litre, which 
is practically giving the stuff away. Domestic petrol 
consumption has therefore been rising at a rate which, 
in 15 years or so, would use up all national oil 
production, leaving none for export. 


Soldiers for overvaluation 

Since oil output is likely to fall as the easy wells ar- 
emptied, and since petroleum accounts for over 90% 
exports, the alternatives for Nigeria are now to devalue ¥ 
and tax petrol domestically, or else go hungry. Because 
a dear currency makes imports cheap and exports 
expensive, Nigeria’s agricultural exports have been 
wiped out and its food imports have soared. Because of 
that dear currency, its infant industries, wholly depen- 
dent on imports of semi-finished bits and pieces, have to 
be blocked from importing what they want—blocked by 
licences, control forms and bureaucratic restrictions, — 
which they naturally try to bribe their way around. 
Cheats and scams are inevitable in such a rich but 
rationed society. The fault lies with the system which 
makes cheating so profitable, and which the IMF wants 
to change. 

Military men are trained to believe that rules, fair or 
not, should be obeyed; that rule-breakers should be 
punished, not pandered to. General Babangida and his 
chosen finance minister, the civilian Professor Kalu 








lar decisions easier, because the people do not have a 
chance to object. The army has the chance to object 
instead. In Nigeria, as throughout the world, army 
officers’ friends and families own cars, like imports, 
keep shops and are defter at currency fiddles than more 
ignorant neighbours are. The middle class has sound 
reasons of self-interest for wanting the currency kept 
dear. Soldiers also sometimes think, as President Rea- 
gan once did, that a strong currency is a mark of 
national strength. 

So General Babangida and Mr Kalu decided to 
appeal over the army’s head, by organising a great 
national debate on the IMF loan. Unfortunately the 
people who write for the newspapers, in Nigeria as 
almost everywhere, come from much the same class as 
army officers. There was a huge anti-IMF campaign in 
the press. The general’s hands were tied. If, on taking 
power four months ago, he had done the necessary 


things fast and blamed them on his predecessor, he 
could have been his country’s saviour. 

Until the naira is devalued, Nigeria’s energy will go to 
waste. The web of corruption will grow stronger. The 
more the soldiers try to sweep it away, the bigger will be 
the risks, and the bigger the bribes for taking them. , 
Down that road lie the shooting of speculators, and the 
transformation of benign and patriotic generals into 
African dictators. There is one chance of putting things 
right. Christmas is budget time in Nigeria. General 


Babangida and his finance minister, having denounced * 


the IMF, could now do some of the things the Fund 
wants—insisting that the cause is not outside pressure 
but patriotic necessity. That is the politics of military 
rule, as devious as, but no less necessary than, that of 
vote-seeking democrats. It would save 100m Nigerians 
from the corrupt poverty which this ingenious and 
entrepreneurial people so little deserve. 





Paying for Britain’s poor 


Mr Fowler's proposed passbook pensions are a welcome reform, and 
his other welfare proposals are modest but humane 


It was all much easier for Sir William Beveridge, that 
famous father of Britain’s welfare state. He worked 
alone, he was pulling together strands in the social 
security benefits of the 1930s, and he cared little for the 
public-expenditure implications of his ideas. By con- 
trast, Britain’s present social security secretary, Mr 
Norman Fowler, has had to thin down and replant the 
thicket of ad hoc benefits which has grown up to fill the 
gaps in Beveridge’s scheme, while the Treasury tells 
him he must restrain the rise in the cost of welfare 
benefits, now almost a third of public spending. Within 
these constraints, his white paper is a modest and 
“ ımane attempt to improve the lives of the poor. He 

as had to try to make two sorts of changes at the same 
time: to alter future pension provision, and to restruc- 
ture current income support. 

Like many other rich countries, Britain has seen a 
sharp increase in the real incomes of its pensioners: 
from about 40% of disposable income per head of the 
rest of the population in 1951, to about 70% now. There 
are still lots of poor pensioners. Britain’s state earnings- 
related pension is not the most effective way to help the 
poorest when they retire, yet it may deter some workers 
from making pension provision for themselves. So, like 
several foreign pensions ministers, Mr Fowler has been 
hunting for ways to reduce the role of the state and 
encourage private provision. 

His first proposal earlier in 1985, to abolish the state 
earnings-related scheme and replace it by compulsory 
private provision, was shouted down by employers and 
by most of the pension funds, partly because it would 
have cost them a lot to provide and administer a close 
substitute for the state scheme. Now he has offered 
something more modest. The state scheme stays, but 
cut down; and there will be more financial incentives for 
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private provision. The most important new idea will be 
a splendid revenge on the recalcitrant pension funds: 
banks, unit trusts and (best of all) building societies will 
now be able to provide personal pensions. 

The passbook pension, modelled on American indi- 
vidual retirement accounts, could revolutionise the 
pattern of personal finance. It could be as important 
and irreversible as this government’s other two privatis- 
ing innovations, the sale of council houses to their 
tenants and of nationalised industries to individual 
investors. The minister needed a bright idea like that. It 
will not be easy to make his party enthusiastic about the 
other features of a pension plan which will not save a 
penny of public money until the next century. Why 
should I care about posterity?, the electors will ask with 
Groucho Marx: what’s posterity ever done for me? 


The part with political pain 

There will be a bigger political row about Mr Fowler's 
simplification of the machinery of income support. 
Because it reduces public spending by perhaps £500m a 
year, the package redistributes cash among the poor. If 
electors ever fight their way through the technical 
annex which accompanies the white paper (commenta- 
tors asked for some illustrative numbers, and have got a 
flood), they will discover that these structural reforms 
may leave 3.8m voters worse off, and only 2.2m better 
off. Lots more will be led by the vociferous poverty 
lobby to think that they will be worse off even though 
they won't be. 

Mr Fowler will need the help of his colleagues (who 
have been notably silent about his proposals) if he is to 
convince people of the virtues of his changes. Some of 
these virtues seem technical but are in fact radical—like 
the use of net income, rather than gross, as the 
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_ benchmark for benefits, an ingeniously simple change 
_ which should make sure that nobody loses money by 
_ taking a job or a rise in pay. Some will not seem virtues 
= to the Treasury, although they may appeal to the 
= humanity of the electorate: like the improvement in the 
= amount of help given to poor families, both in and out 
= of work. 
= Because the social-security offices say they cannot 
= digest these reforms quickly, the timetable for introduc- 
__ ing them has slipped a year. They should now come into 
- effect in April 1988. To legislate to alter the pattern of 
income distribution immediately after (or just before) 
_ the general election of 1987 or 1988 is a dangerous 
_ business. The government will not be able to go to the 
_ polls promising, say, a new family credit to help the 
= poor. All those cards are now on the table, and two 
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_ the other half of Europe remains 


_ Imagine that several hundred civilians are killed by 
_ security forces in a modern European country. Imag- 
ine, too, that the international outcry this would 
normally provoke is muted because nobody can estab- 
_ lish the true extent of the killings, or whether they took 
_ place at all. Impossible? It should be. But that is 
_ precisely what seems to have happened in Bulgaria in 
_ the past year. If indeed it did, the Bulgarian case is a 
_ Striking example of how, even in today’s Europe, 
_ Massacre can still hide behind masquerade. 
___ The presumed victims were Bulgaria’s ethnic Turks, 
_ believed to number about 800,000, or nearly 10% of the 
_ population. A year ago reports began to reach the West 
= Of a systematic campaign of assimilation against these 
= people, beginning with the demand that they change 
_ their Turkish names to Bulgarian ones. Many of those 
_who tried to resist being “Bulgarised” were beaten up; 
-= some—nobody can tell for sure whether the figure is 
= closer to 40 or 400, or more—are said to have been 
__ killed. There have since been threats to resettle any 
= complainers away from their native towns and villages, 
= and there are fears that resettlement may eventually be 
_ in store for the 5,000 or more Bulgarian Turks who are 
_ believed to have been put in prison. 
_ The Bulgarian version of events rings, to put it 
= mildly, hollow. The official word in Sofia is that 
_ Bulgarian Turks do not exist: those who Bulgarised 
_ their names were merely ordinary Bulgarians whose 
ancestors had been forced to convert to Islam and adopt 
= Turkish names during five centuries of Ottoman rule. 
_ Yet in the past the same government has admitted to a 
= clear distinction between Bulgarians of Turkish origin 
= and the so-called Pomaks—120,000 or so Muslims of 
_ Bulgarian origin, whose own name-changes were ar- 
= ranged in the 1970s in an earlier Bulgarisation cam- 
~ paign. The government insists that the latest bout of 
_ fame-changing was “voluntary and spontaneous”. If 
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$ T he other side of the moon 


i An apparent twentieth-century Bulgarian atrocity shows how dark 
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others will join them: the government’s promised 
proposals for the reform of local government and of 
personal taxation, both due early in the new year. 
Perhaps, by the end of it all, the electorate will be too 
confused to work out who will gain and whe will lose. If 
so, most people will tend to assume the worst. 

If a government with a parliamentary majority of 
143, with two five-year terms in office, and with a clear 
mandate to restrain the role of the state, cannot put 
through reforms such as these, who can? If Mr Fowler 
fails, it will be many years before any government has 
the courage to try again, let alone to tackle important 
issues like the removal of tax relief on mortgage interest 
or the end of tax privileges for institutional savings. The 
pity is that the government did not embark on these 
exercises in 1983, instead of waiting so long. 








so, why were western diplomats and journalists refused 
access to the alleged trouble-spots? 

Some of the stories may well be exaggerated— 
accounts of atrocities often are—but there is little doubt 
that something nasty has been going on. The problem is 
proving it, given the Bulgarian government’s state 
monopoly of information. Result: case unproven, scan- 
dal largely ignored. Examples of the case-unproven- 
and-ignored variety can occur all too readily in such 
countries. Outsiders can learn little about prison camps 
in Albania, or the unpleasant things that have been 
happening in President Ceausescu’s Romania. A deep 
murk still hangs over much of the Soviet Union. None 
of this would be possible anywhere in Western Europe, 
even in Spain and Portugal when they were unc 
Franco and Salazar. That is one of the meanings of t 3 
word totalitarian. 


The dangers of deceit 

The lesson from the Bulgarian affair, however, is not 
entirely discouraging. A little light leaked through the 
official news screen. It may in the end be enough to 
embarrass Mr Todor Zhivkov’s government. 

The affair has undermined Bulgaria’s attempt to cut a 
better figure in the West. Its relations with Turkey, so 
carefully cultivated in recent years, have turned sour. 
The Russians have been notably reluctant to support 
their close ally on the Turkish question, and the 
awkwardness they feel about it may be one reason for 
Mr Mikhail Gorbachev’s visible coolness towards Mr 
Zhivkov. And if the Bulgarians are seriously hoping to 
wipe away the national identity of their ethnic Turks, 
the history of the Balkans is against them. All of that 
history—not least Bulgaria’s own re-emergence as a 
nation in 1878 after Ottoman rule—shows that the 
sense of ethnic identity tends to outlive the regimes 
which attempt to suppress it. 
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The Teflon Palestinian 


Jiplomatic deal-making depends, in the 
end, on equations of strength. This is why 
there is reason for hope that a year of 
grim setbacks for the Palestine Liberation 
Irganisation might be followed by a year 
Middle Eastern, peace-making. The 
hope that a battered PLO will reconcile 
< itself to reality must, however, be tem- 
pered: in part because of the unpredict- 
cable coilings of Middle Eastern politics; 
but also because the PLO is once again 
© prove its powers of survival and 
make its setbacks look like successes. Mr 
Yasser Arafat’s failures seem to stick to 
: him no more than Ronald Reagan’s gaffes 


e sign of the PLO’s resilience is the 

as made of one of the organisa- 

orst humiliations: the Israeli 

of its Tunis headquarters in 
October. This has provided a pretext for 
it to move many of its offices to Baghdad, 
which the PLO claims is a much: better 
ven. That is parit wishful thinking. 


‘Arafat's leadership, and was, 


President Saddam Hussein’s government 
will not allow. the Palestinians as much 
freedom of manoeuvre in Iraq as they had 
first in Lebanon and then in Tunisia. Still, 
there are some. advantages in being under 
the protection of a strong government, 
even if elbow-room is not one of them. 
Tunis was a strange choice for the PLO’s 
headquarters after the organisation was 
chased out of Beirut in 1982, Tunisia is a 
long way from Israel (though not too far 
for the Israeli:air force), and the conser- 
vative pro-western government of Presi- 
dent Habib Bourguiba has been an un- 
easy host to a group that.still calls itself, 
even if inaccurately, a “revolution”. An 
additional irony was that the United 
States was partly responsible for steering 
the PLO towards Tunisia in the first place. 
The Palestinians kept away from Iraq 
in 1982 because that would have been too 
provocative to Syria, whose government 
was (and still‘is) violently opposed to Mr 
in any 


event, extremely hostile to Iraq. Beside: 
Iraq was less than eager to we 
awkward guests at-a time when it 
doing pinbartaseiagly badly in its, 
against Iran. 

Now Mr Saddam Hussein’ 
ment is less hard pressed in the: 
It is more friendly than the Tunis: 
were to the cause of an 
Palestine. The PLO’s offices n 


attack (though the Israeli air force hi 
trouble reaching a nuclear reacto: 
Iraqi capital and putting it out o 
sion). Syria should not be too huffy 
the switch, because President 


mittee mt ovganisation’ $ top bo 
the Palestinian news agency W 


organisation’ s military headqu ters w 
stay put in North Yemen; and the offi 
installed in Jordan after King Hussein a 
Mr Arafat. signed their agreement: 
February will be strengthened by | 
from Tunis. A few will also go to Algi 
and Khartoum. i 

The PLO’s spokesmen argue that 
recaptured political ground amo! 


abs, especially with its main financier 


Saudi Arabia, Kuwait and the 
Arab. Emirates—which felt a surge 
sympathy after the Tunis raid. They. 
still hoping that Mr Arafat will co-o 
with King Hussein in his drive t 
negotiations with Israel. At. the sai 
time, the “rejectionist” Ara 
ments, those most solidly again 

mise with Israel, have been mollifie 
the agreement: between hawkish 
and moderate Jordan. 

Egypt, the largest Arab country, con 
tinues to take the PLO seriously. Presid 
Mubarak, in particular, has been tr 
assiduously to befriend Mr Arafat’s mz 
stream part of the organisation. Play 
the Palestinian card is something th 


Egypts government still finds po! 


useful from time to time. The Palestir 
cause remains popular, if not passionate! 
so, among ordinary people throughot 
the Arab world. 
So the PLO, emboldened in its defian 





set j 
a K 


"+ INTERNATIO 


in ih 


Is there an alternative? 


FROM OUR LEVANT CORRESPONDENT 


Whatever the PLO’s ups and downs, one 
thing seems immutable: its leader, Mr 
Yasser Arafat, who has run the Palestin- 
ian movement since his own Fatah guer- 
rillas took it over in 1969. From time to 
time Mr Arafat's diplomatic slipperiness 
so infuriates not just western govern- 
ments, which have long questioned his 
merits, but also Arabs on whose support 
he depends that there is talk of getting 
rid of him. The Syrians tried to. Periodi- 
cally the Saudi Arabians, his main finan- 
cial backers, quietly suggest an alterna- 
tive. Relations with Jordan blow hot and 
cold, and are now on the cool side. 

But he is remarkably durable. It will 
not be easy to replace Mr Arafat, unless 

to an assassin’s bullet or dies in 
bed. A violent death is always possible; 
he has many enemies, both Arab and 
Israeli. Physically, however, he seems in 
good shape for his 56 years, and rushes 
to and fro with boundless energy. 

A coup against him from within the 
Organisation would be difficult. After 

, when he was forced out of Leba- 
non, his forces were scattered across 
eight Arab countries. But his top soldiers 
are tried and trusted personal friends, 
who approve of what is, in PLO terms, Mr 
Arafat’s middle-of-the-road policy. Nor 
is a constitutional removal very likely. 
_ He was elected by the 400-member Pal- 
estine National Council, a sort of parlia- 
_ ment. The council has been known to 

criticise him, but it is unlikely to unseat 
_ him or to sanction a coup at the top, if 
only because it shows no sign of thinking 
who his replacement could be. 

If, somehow, he went, one of his close 
friends from the small group that found- 
ed Fatah in 1959 would step forward. 
(For those who have wondered, Fatah is 
a back-to-front acronym for “Movement 
of National Liberation of Palestine’’.) 
None of them has Mr Arafat’s experi- 
ence or his aura of being “Mr Palestine”. 
Fatah’s official No 2 is Mr Salah Khalaf, 
better known by hisnom-de-guerre of Abu 
Iyad. He is more of an ideologue than Mr 
_ Arafat, more left-wing, less inclined to 
compromise. The conservative Arab gov- 


| ernments would be against him. 


The official No 3 is Mr Khalil Wazir, 
better known as Abu Jihad. He is the 
PLO’s military leader. In the shadows 
until Israel’s invasion of Lebanon in 
1982, he has since travelled all over the 

| world and may have become Mr Arafat's 
| unofficial deputy. Although he closely 


| follows his leader’s policy, he is less 


temperamental; but he lacks his boss's 
Tome of mind. He is less dour than 

bu Iyad, and would be welcomed as 
_ the new leader by most Arab govern- 
ments if; so to speak, Mr Arafat fell 
under a camel. With his strong military 
base, Abu Jihad is the man most likely to 
succeed. 


Sometimes mooted as possible candi- 
dates are the Hassan brothers, Khalid 
and Hani, and Farouk Kaddoumi. The 
Hassans have spent most of their careers 
in Saudi Arabia and Kuwait. The PLO 
rank-and-file would probably find them 
too close to those countries and too 
friendly to America and the West. Mr 
Kaddoumi, on the other hand, would be 
thought too close to Syria, where he was 
once a member of the Syrian Baath 
Party. He is a left-winger, a “rejection- 
ist”, and sometimes appears to confuse 
fantasy with reality. Muhammed Mil- 
hem, a former West Bank mayor, has 
become one of the best known members 
of the PLO executive, but he officially 
became a member of the organisation 
only last year. 

Mr Arafat is both head of Fatah, one 
of eight groups under the PLO umbrella, 
and chairman of the organisation as a 
whole. The only other groups besides 
Fatah that count are Mr George Ha- 
bash’s Popular Front for the Liberation 
of Palestine and Mr Naif Hawatmeh’s 
Democratic Front. Both groups are 
Marxist-leaning “‘rejectionists”, now in 
hock to Syria. Mr Hawatmeh is likelier 





Abu Jihad, the man least unlikely 


than Mr Habash to reach an accommo- 
dation with Mr Arafat. But unless Syria 
somehow seized the leadership of the 
Arab world, neither group would ever 
produce a leader for the entire PLO. 

The whole movement’s second-rank- 
ing man, and president of the Palestine 
National Council, is the aged Sheikh 
Abdul Hamid Sayegh. He would not be 
a candidate because he is a Muslim 
cleric; the PLO, which embraces a large 
minority of Christians as well as Marxist 
atheists, is secular. The PLO is a very 
mixed ideological and tactical bag. That 
is why Mr Arafat, with his all-things-to- 
all-Palestinians approach, has so success- 
fully clung on to the leadership. 





. . 


by the sympathy it still arouses, is tryin 
to show that it cannot be pushed around. 
Mr Arafat says he is having some success 
in wooing back some members of the 
small Damascus-based Palestinian groups 
that had previously rejected his leader- 
ship. More important, Mr Arafat has told 
King Hussein that he cannot honour the 
king’s request that the PLO make a simple 
acceptance of Israel’s right to exist. He is 
now insisting that he could do so only if 
this were part of a package that included 
United Nations resolutions supporting 
the Palestinians’ right to  self-deter- 
mination. 

If the implications of this are 
what they seem, Mr Arafat is challeng- 
ing the king to repudiate the agreement 
that the two men signed last February in 
Amman. If Mr Arafat succeeded in 
making King Hussein tear up that doci ` 
ment, it would be evidence of a remar] 
able turnaround in the PLO’s fortunes. 
What it would do to the cause of peace 
is another matter. 


Afghanistan 
Not roadworthy yet 


Another part of a possible agreement on 
the future of Afghanistan has been put in 
place. The Americans have announced 
that they are prepared to guarantee a deal 
once it has been signed by Pakistan, the 
Afghan government and the Soviet 
Union. But the agreement so far is a little 
like a car without an engine. A lot of work 
has gone into putting together the body, 
and all the pieces are now in place except 
the one that will make it go—an agree- 
ment on the withdrawal of Russian 
troops. 

The American announcement came s 
days before indirect talks between Paki- 
stan and Afghanistan, presided over by 
the United Nations’ Mr Diego Cordovez, 
resumed in Geneva on December 17th. 
The American offer clinched one part of 
the four-part deal—promises from the 
superpowers that they would guarantee 
the rest of the agreement once it was in 
place. Russia had already agreed to be a 
guarantor. 

Two other parts of the deal had already 
been worked out. Pakistan and Afghani- 
stan have agreed on detailed arrange- 
ments concerning each other’s territorial 
integrity. The Afghan government needed 
assurances that left-over guerrillas would 
not go on getting help from Pakistan; and 
Pakistan wanted an Afghan promise tostop 
encouraging unrest among its Pathan 
tribesmen, who get arms from Afghanistan 
and have been resisting the Pakistani 
government’s attempts to curtail their 
independence. Since early December, 








Pakistani soldiers have been fighting Pa- 
than tribesmen in the semi-autonomous 
tribal areas along the Afghan border. 

The third piece of the puzzle, which 
concerns the refugees, is administrative. 
The Afghan and Pakistani governments 
will have to shift 3m people from refugee 
camps in Pakistan back to their homes in 
Afghanistan. Proposals for sorting out 
that problem were agreed on in principle 
at the latest round of the Geneva talks, in 
August. 

The fourth part, which would set all 
this in motion, is a timetable for the 
withdrawal of Russian troops. The Rus- 
sians say they want to get out, but both 
they and the Afghans insist that the 
timetable must be drawn up in direct talks 
between the Pakistani and Afghan gov- 
ernments. Behind this presumably lies 
the Russians’ hope that their withdrawal 

yuld leave behind in Kabul the sort of 
_ vernment they want. The Pakistanis 
and Americans argue that talking directly 
to the Afghan government of Mr Babrak 
Karmal would be a major concession, 
because it would legitimise an unaccept- 
able regime: they therefore want a com- 
mitment to a timetable first. 

While the two sides remain deadlocked 
over this, America’s announcement that 
it would guarantee a deal is unlikely to 
move the process very far. Those who 
believe that the Americans enjoy watch- 
ing the Russians bleed in Afghanistan 
interpret the announcement in a cynical 
light. They suggest that the Americans 
made their statement so that they could 
look reasonable without risking a deal. 

American officials hotly deny this accu- 
sation, and say they have been noticing 
signs of flexibility in their dealings with 
the Russians. Mr George Shultz, the 
American secretary of state, sounded 

couraged by Mr Reagan’s talk about 
Afghanistan with Mr Gorbachev during 
their summit meeting in Geneva. The 

resistance has yet to feel this new- 
found flexibility, however. Guerrillas say 
that the fighting this summer and autumn 
has been the toughest ever. 


China 


Corruption foul and 
fair 

FROM OUR PEKING CORRESPONDENT 

The “evil winds” of corruption still gust 
through China’s government and Com- 
munist Party. It was announced on De- 
cember 16th that the head of Peking’s 
public utilities department, Mr Ma Xue- 
liang, had been arrested for fraud. Mr Ma 


is one of the most senior officials to be 
caught in the anti-corruption net. He and 
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FROM OUR PEKING CORRESPONDENT 


Thirty years of unhappy experience have 
made China’s writers and artists morbid- 
ly sensitive to every political tremor. In 
the past, the abrupt cancellation of the 
play “Us” would have sent them running 
for cover. For two weeks before it was 
shut down in Peking, the play had been 
enthusiastically received by packed audi- 
ences; it managed only a one-night stand 
in Shanghai before being taken off there 
too, There is no sign yet of a new wave of 
repression in Deng Xiaoping’s China. 
Writers and artists, like managers and 
bureaucrats, are still being encouraged, 
within limits, to try out new ideas. But 
the fate of “Us” shows just how narrow 
those limits are. 

The play portrayed seven young peo- 
ple floundering during the years of social 
upheaval between the Cultural Revolu- 
tion and the recent reforms. That is not 
by any means a taboo subject. The play's 
political problem was that it ended on a 
note of confusion and disillusionment; 
purpose and hope are the officially ap- 
proved sentiments. Mr Wang Zhen, the 
general secretary of China’s drama and 
























several comrades set up their own ‘‘Peace 


Gas Company’’—an admirable bit of pri- 
vate enterprise that netted them Rmb 
1.5m (about $470,000) over six months. 
They did it all by “borrowing” the city’s 
‘facilities and bank accounts. 

A party the size of China’s, with 40m 
members, is bound to include a few 
questionable characters. But the long 
series of scandals that have come to light 
over the past year suggests to officials that 
a worrying number of these supposed 
guardians of China’s socialist conscience 
are all too adept at racketeering and 
fraud. One thought that does not seem to 
have crossed the official mind is that some 
of this corruption may be welcome entre- 
preneurial energy channelled into crime 
by a liberalisation programme that has 
not gone far enough. 

A government investigation revealed 
last March that officials were involved in 
more than 16,000 illegal businesses. By 
October the number had nearly doubled 
to almost 28,000 illegal businesses, in 
which more than 67,000 party and gov- 
ernment officials were implicated. They 
had ignored party rules and exploited the 
more liberal economic policies intro- 
duced by Mr Deng Xiaoping to enrich 
themselves and their families. In many 
cases, they did not think small. 

Earlier this year fraud and embezzle- 
ment to the tune of $1.5 billion was 
uncovered on Hainan island off the south- 
ern coast of China. In October $100m- 
worth of black-market currency dealings 


The power of positive thinkers 



















literature society, which sponsored the 
play, allowed that-it was well presented 
but criticised it for showing only the 
“twisted side” of today’s i 

Even before its cancellation the play 
had run into trouble. It was written and 
directed by two members of the air force 
drama group, but the air force refused to 
put it on. The director circumvented this 
refusal by independently staging the play 
in Peking and Shanghai, but a ll lost his 
job as head of the group. The author of 
the play is now being encouraged to 
rewrite the offending parts. 

The criticism of the play has coincided 
with other attacks—on the press, for 
example, for saying some harsh things 
about the widespread corruption that has 
accompanied economic liberalisation 
(see story this page). At a writers’ associ- 
ation workshop which ended last month, 
a senior official complained that some 
artists and ideologists see only the bad 
side of reform. Instead, he pointed out in 
fluent newspeak, they should “treasure 
their hard-won freedom, but conscien- 
tiously restrict it”. 


were uncovered in the Shenzhen special 
economic zone. Officials in two cities in 
the north-eastern province of Liaoning 
overcharged customers buying scarce lo- 
cal steel and cement by $182,000. The 
banks of Shaanxi province are under 
investigation for accepting bribes in re- 
turn for loans. The same province report- 
ed 35 cases of illegal foreign currency 
speculation amounting to $3.5m in all. 
The China Daily reported in November 
that tax frauds and illegal price increases 
by firms, including the national airline, 


AAO HOA 





INTERNATIONAL: 


CAAC, totalled $1.2 billion. 

The sheer size of some of these recent 
scandals has done much to damage the 
party’s reputation. But more harm is 
done by the less spectacular but pervasive 
corruption that individuals encounter in 
their daily dealings with officialdom. Chi- 
na’s newspapers have been teeming with 
such stories. The complaints of a chicken 
pedlar from Liaoning province about ex- 
tortionate demands from quarantine, vet- 
erinary and tax officials were splashed 
across the front page of the party newspa- 
per, the People’s Daily. Comparing his 
experience with officials today and in pre- 
communist China, he wrote: “I can’t see 
any difference between the two.” 

These stories appear because of the 


Uganda 


official campaign to root out corruption 
(though officials are ambivalent about 
seeing them aired). But ordinary Chinese 
will eventually begin to ask themselves 
why the party cannot stop it. 

One of the most outspoken critics of 
the dark side of Mr Deng’s economic 
reforms is the same man who has the task 
of keeping the party honest. Mr Chen 
Yun, a crusty veteran of the famous Long 
March in the 1930s, has been head of the 
party’s discipline committee since it was 
set up in September 1982. But Mr Chen 
does not seem to be making much head- 
way, despite his sharp warning to Mr 
Deng’s men at a special party conference 
in September to guard against “the infil- 
tration of decadent capitalist ideology”. 





A desperate deal 


The news for Uganda is better, but still 
bad. The country’s head of state, General 
Tito Okello, and its main guerrilla leader, 
Mr Yoweri Museveni, signed their long- 
awaited peace accord in Nairobi on De- 
cember 17th. Then Mr Museveni made a 
speech denouncing those responsible for 
his country’s recent years of “massive 
homicide”. They are exactly the folk he is 
meant to be making peace with. President 
Daniel arap Moi of Kenya, their host, had 
pushed the quarrelling parties to make 
their agreement, but he could not make 
them forget their quarrel. As the agree- 
ment was being signed, Mr Museveni’s 
National Resistance Army (NRA) re- 
mained poised in the suburbs of Kainpa- 
la, Uganda’s capital. 

Uganda has had no effective central 
government since December 1983, when 
the chief of staff of President Milton 
Obote’s army was accidentally killed in a 
helicopter crash. The succession struggle 
tore the army, and therefore the govern- 
ment, apart. Mr Obote himself gave up 
trying to rule, and fled the country in July 
1985. Credit for his departure was 
claimed by a decent elderly soldier, Gen- 
eral Okello, who took office as chairman 
of the military council. 

Mr Obote, who is now living uncom- 
fortably in Zambia, is of the northern 
Langi people, and his favourite soldiers 
were of the same tribe. General Okello is 
also from the north, but an Acholi, with a 
following of Acholi soldiers (including 
the supposed strong-man, Brigadier Basi- 
lio Okello, who is no relation). The 
Acholi supposed that the Langi would 
fight to defend the privileges they had 
enjoyed under Mr Obote, so they sum- 
moned yet another gang to their sup- 
port—the backers of the ghastly General 
Idi Amin Dada, who was overthrown in 
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1979. The result was chaos in the army, 
and rape and pillage for everybody else. 

Meanwhile, in the south-western third 
of the country, the largest of Uganda’s 
tribal groups had been organising. The 
Baganda—about 4m of them, over a 
quarter of the population—have for cen- 
turies been the richest, and thought them- 
selves the smartest, of all East African 
peoples. They suffered terribly through 
more than 20 years of rule from Kampala 
by other tribes. They lost patience and 
made alliances with several small south- 
ern tribes (one of them Mr Museveni’s). 
The Baganda eventually organised the 
NRA, which has in effect been administer- 
ing Baganda territory. Mr Museveni, a 
former minister of defence, is thought to 
be highly able and fairly left-wing. 

As General Okello’s military council 


Py > ° j z B : 
Museveni and Okello shake on it; Moi hopes it will work 


grew weaker over the past several 
months, the NRA gathered strength. It 
surrounded the national army’s southern 
garrisons and advanced to the suburbs of 
the capital. The greater its successes, the 
less Mr Museveni needed to make terms 
with the military council: despite Presi- 
dent Moi’s urgings, he has been bargain- 
ing hard since the talks began last August. 

The new agreement specifies that both 
the government’s forces (some 20,000 
men) and the NRA (with up to 8,000) will 
be disbanded, and a new national army of 
8,500 men formed. This is supposed to 
include plenty of NRA men. But it is 
improbable that the ragged but tough 
Ugandan soldiery, whose only security 
for a long time has been their guns, will 
simply lay them down. 

It is just possible that they might if a 
peace-keeping force were present to 
oversee the operation. But the only hel 
now on offer consists of a tiny advisory 
team from Britain, with about 15 officers 
and men, and a monitoring force of 
unspecified size from Kenya. It is a far cry 
from the big Commonwealth operation 
mustered under British leadership for the 
truce between Zimbabwe's once-warring 
armies. The result of the Ugandan agree- 
ment is likely to be a factional truce with a 
sort of power-sharing administration in 
the capital. Mr Museveni will sit (but for 
how long?) as General Okello’s deputy, 
amid men he hates and with many of 
whom he has blood-feuds. 

Uganda’s main economic resource is 
the extraordinary fertility of its southern 
provinces, which have continued to pro- 
duce food, and some tea and coffee for 
smuggled export, throughout the disas- 
ters of recent years. But the country’s 
public works—roads, water-supplies, 


hospitals, everything—are wrecked, Th- 
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time is coming when the foreign compa- 
nies that operate in Uganda, and keep its 
economy alive, will simply pull out. They 
have been waiting to see whether Mr Moi 
really could wave his wand of peace. The 
answer is not clear, and they will probably 
not wait much longer. 


Nicaragua 
Unhappy new year 


There is a theory that the nine Sandinist 
comandantes who rule Nicaragua are di- 
vided into two groups: those who believe 
that “the Americans are coming’’, so 
there is no need to make concessions 
before the battle begins; and those who 
believe that the Americans will never 
- come, so there is no need to make conces- 
sions. The division is narrowing. The 
harder line that the regime is taking 
against its internal opponents, and the 
hotter shooting war with the contra guer- 
rillas trying to overthrow it, are signs of a 
bitter 1986 in Nicaragua. 

The head of Nicaragua’s Permanent 
Human Rights Commission, a private 
watchdog group, says that more than 300 
presumed critics of the regime have been 
summoned for interrogation at the Gen- 
eral Directorate for State Security in 
recent weeks. Among them were more 
than 40 priests and at least 100 lay activ- 
ists of the Roman Catholic church. The 
government seems to be aiming at mid- 
dle-level leaders in the church and in what 
remains of private business. Some con- 
cern for international sensibilities is being 
shown. The religious affairs writer of the 
opposition newspaper La Prensa was de- 
tained for eight days, but the director, Mr 
‘aime Chamorro, who can often be seen 
om American television, was not. 

Life is getting tougher for Nicaragua’s 
best-known opposition paper. La Prensa 
sends its final pages to the interior minis- 
try’s censor at 11 every morning. In the 
past it has received them back, duly 
censored, three hours later. The delay is 
now five hours or more, and up to 60% of 
the material is censored, compared with 
40% in the past. 

Cardinal Miguel Obando y Bravo, 
probably the most important opposition 
figure, is allowed to travel the country 
freely and to address church congrega- 
tions. Public assemblies to greet him are, 
however, banned. The cardinal’s Office 
of Social Affairs and its printing press 
have remained in Sandinist hands since 
they were seized on October 15th, when 
constitutional guarantees of most human 
rights were suspended. 

More bullets are being fired in the 
shooting war. Early in December contra 
rebels used a Soviet SAM-7 missile to shoot 
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down a Sandinist transport helicopter. 
The 14 passengers on board died. Nicara- 
gua accused the CIA of supplying the 
contras with the missiles, which the 
Americans deny. 

The Reagan administration, for its 
part, is toughening its anti-Sandinist line. 
It is convinced that Cubans are now flying 
helicopters and other aircraft in Nicara- 
gua for the Sandinists. In a harsh radio 
address on December 14th President 
Reagan said the contras need “more 
effective help” to fight the “thugs” run- 
ning Nicaragua. Mr Reagan added that 
“some 3,000 Cuban military personnel 
now lead and advise the Nicaraguan 
forces down to the smallest combat unit”. 
The administration is likely to ask Con- 
gress early in 1986 for military aid to 
supplement the $27m in humanitarian aid 
that the contras already receive - 


Japan 
Controversial 


FROM OUR TOKYO CORRESPONDENT 


At first glance the Yasukuni shrine, just 
west of the Imperial Palace in central 
Tokyo, looks like an ordinary Japanese 
shrine. Worshippers enter through a tall 
gateway and pray by ringing a bell, throw- 
ing a coin into a box and clapping. The 
only clues that the shrine has a special 
purpose are lists of names, stone bas- 
reliefs of soldiers and some war relics 
tucked away in the trees. Yet this ordi- 
nary shrine has caused an extraordinary 
fuss since August 15th, when Mr Yasu- 
hiro Nakasone paid it the first official visit 
by a Japanese prime minister since 1945. 
The problem is that Yasukuni is the 





Nakasone pays his expensive respects 
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memorial for the 2.4m Japanese who 
have died fighting in wars since 1853. 
Followers of Shinto believe that when 
soldiers die their souls fly to Yasukuni 
and become gods. Three Englishmen, 
who fought on the Japanese side a $7 
Russia in 1905, are enshrined there. Awk- 
wardly, so are Japanese war criminals 
from the second world war, including 
General Tojo himself. Mr Nakasone says 
he wants to pay proper respects to Japan’s — a 
war dead just as President Reagan doesto 
America’s at Arlington National Ceme- 
tery. Mr Nakasone’s critics say his visit — 
condoned militarism: before 1945 Yasu- 
kuni was used to glorify war, and a — 
soldier’s enshrinement there wasseenasa 
supreme honour. 

Two religious groups recently filed 
suits claiming damages of Y3.5m (about 





Se $17,300) for “mental suffering” caused by 4 


Nakasone’s visit. More suits are — 
Manned in local courts all over Japan. — 
ihe real aim is not money; it is toobtaina 


ruling that prime ministerial visits 


‘folate Japan's constitutional separation 
fof politics and religion. The plaintiffs in 


the original suits argue that a religious 
institution-is being exploited for political 
reasons, namely the rehabilitation of Jap- 
anese militarism. 

The Yasukuni visit has also caused big 
problems in Japan’s relationship with 
China and minor ones with South Korea, — 
Taiwan and South-East Asian countries. __ 
Students in several Chinese cities have 
put on demonstrations. This may, of 
course, be a bargaining technique to 
extract concessions from Japan on trade 
and investment: Chinese negotiators are 
adept at putting their opponents on the 
defensive. When the demonstrations be- 
gan in September they certainly were _ 
winked at, if not directly encouraged, by 
the Chinese government. 

Was the visit worth all this trouble? 
Many Japanese think not. Mr Nakasone _ 
has given China and the opposition par- 
ties in Japan's parliament a stick to beat _ 
him with, and has apparently gained 
nothing in return. His visit in August 
coincided with a tricky argument about 
Japan’s informal 1%-of-gnp ceiling on 
defence spending. The ensuing contro- 
versy about militarism has harmed his 
efforts to lift that ceiling. i 


India j 
Student power 


FROM OUR DELHI CORRESPONDENT 
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With the results of Assam’s election on 
December 16th still trickling in two days 
later, it already seemed certain that the 
people who have been leading the violent 
unrest in the state had beaten the Con- 
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Assam’s unpleasant students got recycled 


gress party of the Indian prime minister, 
Mr Rajiv Gandhi. The Asom Gana Pari- 
shad (Assam People’s Movement), the 
AGP, is dedicated to keeping Assam As- 
samese and Hindu (rather than Bengali 
and Muslim). The result cannot have 
been happy for Mr Gandhi, especially 
since it was accompanied by by-election 
defeats in other states. But the main thing 
about the Assam poll was that it was 
peaceful: during the last election, held at 
the height of communal tension in 1983, 
around 5,000 Bengalis were murdered. 
More than 75% of the 10m registered 
voters in Assam went to the polls. Some 
queued for three hours to cast their votes 


Filling a gap 


Although the tensions between India 
and Pakistan have not been magically 
wiped away, Mr Rajiv Gandhi and Presi- 
dent Zia ul Haq were able to meet in 
Delhi on December 17th as partners in a 
common enterprise. On December 8th 
they had helped to create the seven- 
member South Asian Association for 
Regional Co-operation (SARC). 

What had been a conspicuous gap on 
any map of the world’s regional group- 
ings—between the south-east Asian one 
and those of African and Arab states— 
was filled with the birth of the new 
association. At its natal summit meeting 
in Dhaka the president of Bangladesh 
played host to the prime minister of 
India, the presidents of Pakistan, Sri 
Lanka and the Maldives, and the kings 
of Bhutan and Nepal. They agreed to 
hold summits annually, instead of every 
second year as had been originally pro- 


t if 


for 125'seätsín the state assembly and 14 


“in the natiOnal parliament. Because of the 


troubles, they had waited a year longer 
than the rest of India to vote. During that 
time, Mr Gandhi succeeded in bringing 
some hope of peace to both Punjab and 
Assam by making deals with violent ex- 
tremists in those states. 

The election in September in Punjab 
produced a stable Akali Dal government, 
and seemed to have snuffed out most of 
the violence. In Assam, most people 
reckoned that the election would intensi- 
fy the struggle, not end it. For the elec- 
tion was fought on one issue: was the 
accord signed by the prime minister and 


posed. And the choice of Delhi as the 
site for next year’s summit suggested that 
the smaller states had mastered their 
fears of India’s predominance. 

Indeed, some of those fears may be 
assuaged, not heightened, by the cre- 
ation of the new grouping. Formally, it 
will not tackle bilateral issues; but some 
of those issues could be made less abra- 
sive by being brought into a multilateral 
context. Thus, the agreement reached at 
Dhaka to set up a group to study “the 
problem of terrorism” may offer a way 
of cooling two particularly heated issues: 
Indians’ fears about Sikh extremists get- 
ting help from Pakistan, and Sri Lan- 
kans’ fears about Tamil guerrillas getting 
help from India. 

Little was said at Dhaka about trade 
within the region, but afterwards Presi- 
dent Ershad said that the question had 
been raised and would be discussed more 


the “Assam for the Assamese” student 
activists last August to be carried out? 

“Assam is not Punjab”, the defending 
chief minister, Mr Hiteshwar Saikia, said 
in an unguarded moment. He meant that 
this time his Congress party was fighting 
to win. In Punjab, some people reckoned 
that Mr Gandhi was happy to see the Sikh 
Akali Dal party win, because with them 
in government his peace agreement 
would have a better chance. But in Assam 
the Congress party had to try to appeal to 
two irreconcilable groups. 

The Assam agreement provided that 
“foreigners”, meaning illegal Banglade- 
shi immigrants, would be disfranchised if 
they came into Assam between 1966 and 
1971, and expelled if they came in after 
1971. The upper-caste Assamese-speak- 
ing Hindus, who make up 35% of the 
electorate, had been fighting Banglade- 
shis for six gory years. They saw the 
accord as a reassertion of their suprema- 
cy. They voted for the unpleasant student 
activists now recycled as candidates in the 
new AGP. The mainly Muslim Bengalis 
were just as determined to keep the AGP 
out. They voted either for another new 
party, the United Minorities Front, or for 
the Congress party, which they hoped had 
no real stomach for the accord. 

The prime minister, who hopped around 
the state by helicopter for the last four days 
of the campaign, tried to have it both ways. 
Congress was committed to the accord, but 
would somehow look after the minorities. 
It did not work. If there was any middle 
ground, it was peopled only by assorted 
tribals, tea-garden labourers and middle- 
aged people worried about handing over 
their future to political novices barely out 
of their teens. 


fully later. This will be a delicate task, as 
most of the member states fear that any 
move towards free trade would mean 
facing more competition from India than 
their economies could stand. But mean- 
while the joint handling of some eco- 
nomic matters through the new associa- 
tion could enable Bhutan, the Maldives 
and Nepal, India’s three smallest neigh- 
bours, to avoid the embarrassment of 
looking and feeling like its client states. 

Of course, much will depend on the 
Indian government's continuing readi- 
ness to act with restraint in SARC. Of the 
member states’ combined population of 
around a billion, India contributes three- 
quarters; and India is involved in an even 
higher proportion of the current disputes 
among them. So far, an admirable re- 
straint has been shown by the Indians 
generally and by Mr Rajiv Gandhi per- 
sonally. That has been an essential factor 
in the creation of the new grouping— 
which may prove a valuable tool for 
stability in a troubled region. 
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n estimated 500,000 people in Britain 
suffer the embarrassment and handicap 


-of a stammer: Many could be helped by } 


speech therapy or by other, 


paci sim by knowing. that || p 


or stammerers, “backed up 
dvice of speech therapists. 
: entirely by membership 
ubscriptions and donatio 
_ Association provides advice; support. 


ups, a magazine keeping members in. 


`- touch, and information f 


“Association for Stammerers 
The Finsbury Centre 
Pine Street 


London EC1R OJH 
Registered Charity No. 278170 


Path 
Productions - 
Ltd 


“Formed:in 1981, the group has:put on. 
one show a-year at the Mermaid, Young 
Jeanetta Cochrane theatres, 
le-bodied, mentally d 
; parti 


i pri rofessic 

i Their ait is to draw out the ab 

~ “people who may have been 
simply as “disabled”. The m 


gn, as. ; lnvoly 
ages and disabilities. Path Prod 
also teach drama, art and music to 
groups of mentally handicapped adults. 
Except for small grants from a few 
trusts, the company depends on 
doiatons: If you enjoyed panto or carols 
this Christmas, please share your 
enjoyment by sending a donation. 
Path: Productions 
3a Duncan Terrace ` 


London Ni A8t 
Registered Charity No. 284257 
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‘Country 
Wide 
~ Workshops 


A tiny enterprise marketing the high 
quality products of individuals and 
groups of craftsmen.from Scotland to 
Cornwall, all of whom also have 

disabilities. . 
‘They maybe blind, physically 
handicapped or mentally handicapped 
but their work is of top. quality. All they 
need is a.way to reach the public. 


Contact Country Wide Workshops 
47c Earls Court Square 
London SW5 


Registered Charity No. 288544 


Community 
Aide 
Programme 


The chance to do a worthwhile job is 
hard to get for anyone: for those with 
‘real learning difficulties prospects are 
dismal—but CAP is training some of 

them to give care and assistance to 
people whose handicaps are physical. 
With one area scheme already running, 


another under way, and others wanted, 


CAP needs tash. 


CAP 
49 Old Street 
London ECt 


Registered Charity No. 288218 
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Talking 
Newspaper 
eee 


Ideal gift, Christmas time or any time, 
“for someone whose sight is impaire 


- The Economist, and-other magazi 


-are available on cassette. A selectio 

from the magazine is recorded eac! 
issue, playable on-any stand 

machine. A year’s subscription costs 


only.£5 per publication and: gift voucher 


are available. 


From: TNAUK 
68a High Street 
Heathfield 
East Sussex TN21 8B 
Tel: 04362 6102 


Registered Charity No. 284096 


The Register of Engineers for Disast 
Relief does NOT want your money but i 
you are an.engineer, qualified and- 
prepared to travel at short notice w 

isaster strikes, as in Mexico and 
Colombia, to floods, earthqua 
whatever, they would like to hear 
you. 


REDR 
Scott House 
Basing View 
Basingstoke RG21 2UG 


+ Registered Charity No. 288350 
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all OVET 


the world are switching to 
Burroughs computers. 


Today, companies around the 
rid have adel with the soar 
cost oft managıng information. 
hat’s why so many corpora 
; use Burroughs systems to 
ıse computer productivity 
lecreasing operating costs. 
For example, Burroughs’ A 
s mainframes are designed to 
t less to run, to need fewer sup 
ople, and to allow our users 


to increase processing power up to 
70 times without reprogramming 
Then there’s InterPro 
software that brings the program 
ming and operational ease of per 
sonal computing to our A Series 
mainframes. And LINC—unique 
software that increases program 
mer productivity up to 10009 


businesses are already heavily in- 
vested in computer operations, many 
of our systems are designed to com 
municate with competitive systems. 
Cost-efficiency is what busi 
ness looks for in a computer com- 
pany. So it’s not surprising that so 
many businesses are looking to 
Surroughs 
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Oh, blow thou winter wind 


Like a bad tooth, America’s conscience 
about its street people aches worst when 

ae wind whistles. It is a seasonal affair: a 
person freezing to death in the winter 
chill of a downtown park sets emergency 
bells ringing. But homelessness in rich 
America is a chronic disease, growing 
swiftly worse, not a winter emergency to 
be dealt with and forgotten in the balm of 
spring, summer and autumn. 

The statistics of homelessness are polit- 
ical football. The administration, to sell 
its success story, seeks to minimise the 
number of people with no roof to their 
head; its critics seek evidence of the social 
havoc caused by President Reagan’s eco- 
nomic policies. The incontrovertible fact 
is that even if the administration’s low 
estimate of 250,000-350,000 homeless 
people is accepted, there are still two or 
three times more people needing shelter 
than there are beds for them to sleep in. 
In many cities—Chicago, for instance— 
the discrepancy gapes far wider. In addi- 
tion, and this is so tautological that it 
should not need saying, what most home- 
less people need is not a bed but a home. 
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The stereotype of an aging white man 
clutching a bottle on skid row is no longer 
accurate, if it ever was: America’s home- 
less come in both sexes, and in all colours 
and ages—except, as last year’s report by 
the Department of Housing and Urban 
Development (HUD) pointed out, for the 
old, who are killed off by street life. The 
American seeking shelter today is youn- 
ger than a few years ago, is often a 
woman, with or without children, and 
may be earning some money (about .a 
quarter of the homeless are thought to 
have jobs of a kind) but not enough to pay 
the rent. 

Knowledge about the homeless, and 
their problems, is fragmentary, garnered 
from local authorities and from the volun- 
teers and church groups who run most of 
the shelters—though here too politics 
intrude. The HUD team which tried to 
count the numbers used four different 
methods; all have been challenged as 
unsound. Even with the best, and apoliti- 
cal, will in the world, the homeless would 
be a slippery group to count: many, for 
instance, will double-up for a few nights 


on somebody’s floor until a quarrel or 
over-crowding drives them out again on 
to the streets. 

A geographical pattern emerges: in 
northern and eastern states, the homeless 
are quite likely to have lived, without a 
home, in the same place for some time; in 
the South and West they are more likely 
to be transient, or newly homeless, travel- 
ling in search of jobs or, sometimes, a less 
cruel climate. In Los Angeles, which 
probably has more homeless people than 
any other city, they call this “Greyhound 
therapy”: the rest of the country des- 
patches its homeless with a one-way bus 
ticket out west. 

Few are the lone vagabond spirits that 
President Reagan must have been thinking 
of when he suggested that the homeless are 
that way because they like it. Many are 
mentally ill. Emptying the hospitals of 
long-term mentally sick people who were 
no harm to anybody was humane in 
purpose but its result—when families can- 
notor will not manage and communities are 
unwilling to pay for the care of the mentally 
ill, or even to allow them to live in their 
midst—has been to push on to the streets a 
vast number of people for whom life is 
anyway hard enough. 

Another big category of people, often 
young, lose their homes after some do- 
mestic crisis or other. Others lose their 
job, cannot pay their bills and are stung 
by the cuts in federal welfare benefits; 
they hit harder times than they can cope 
with, though their homelessness is often 
temporary. There are always some 
drunks, some drug-addicts. All—and the 
categories criss-cross—are crushed by the 
difficulty, growing by the day, of finding a 
cheap place to live. The dark side of the 
“revitalisation” of inner cities is that 
offices and flats have replaced the dilapi- 
dated tenement buildings and seedy ho- 
tels where a room could be had for a few 
dollars; the crying lack is for new cheap- 
housing programmes to take in the people 
who found sanctuary in the old flea-pits. 

New York is one of the few cities where 
the municipality takes responsibility for 
providing shelter for everybody who 
needs it, for as long as they need it. In 
addition, the police have orders to bring 
people in to shelter—from doorways, 
park benches, railway and bus stations— 
when the temperature drops below freez- 
ing: if a person resists, he or she can be 
taken to hospital for psychiatric treat- 
ment. The December iciness now grip- 
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ping America’s northern states caught 
New York unprepared. Each night, a 
record number of people are sardine- 
packed into the emergency shelters: 
about 8,500 in mid-December, plus nearly 


_ 4,000 families camping in welfare hotels, 


shelters and offices. A disused armoury has 
been turned into a vast dormitory. Rules 
about space and hygiene are no doubt being 
broken but, at least in New York, unlike 
other great cities, people are not turned 
away when the shelter is full. 

Better, the critics say, if the city had 
been prepared; much better, if it had 
done more to prevent so many people 


The battle for the 


Nearly 4m Americans are viewing the 
new year with foreboding. They are the 
disabled workers (and disabled women 
and children) who rely on benefits under 
the social-security programme for those 
too crippled, too ill or too mentally 
disturbed to hold down a job. January 
will see a renewed comb-out of those on 
the rolls, in conformity with an order 
from Congress in 1980 to get rid of those 
who had no right to help from the 
taxpayer. The administration says that 
this time it will act with more humanity 
than it did in 1981-83, when it reviewed 
just over a million cases and withdrew 
benefit from nearly half the people con- 
cerned. There is little doubt that it 
moved with relish to cut the programme, 
which in 1981 cost about $16 billion a 
year; in 1986 it will cost $19 billion. The 
average pension is about $450 a month. 

Even the Social Security Administra- 
tion admits that errors were made the 
first time round, and Mrs Margaret 
Heckler, then secretary of health and 
human services, spoke of the “hardships 
and heartbreak” that had been caused. 
Many people lost their benefits on the 
basis of documents in a file; they were 
never interviewed personally. Horror 
stories were legion; some people com- 
mitted suicide. Schizophrenics and psy- 
chotics had swollen the rolls as the 
mental hospitals were emptied in the 
1960s and 1970s, in accordance with new 
ideas of community care. 

Of the 500,000 who lost their benefits, 
200,000 have won them back, evidence 
enough that they had been unfairly de- 
prived of them.These were, in the main, 
those who applied to the courts for 
reinstatement. Judge after judge ruled 
against the Social Security Administra- 
tion, many of them maintaining that 
there should at least be proof of medical 
improvement before the disabled were 
cut off from their lifelines. When these 
decisions were upheld by the courts of 
appeal, it was assumed, certainly by the 
judges, that people in the same judicial 
circuit whose cases were similar would 
automatically regain their benefits. 


from becoming homeless in the first 
place. Massachusetts and California are 
notable among the handful of states that 
provide serious money for building and 
running shelters; most states, despite 
budget surpluses, allow the plight of the 
homeless to slip between the local and 
federal authorities, providing no safety- 
net themselves. Yet both Massachusetts 
and California are being taken to court by 
organisations for the homeless. Their 
emergency measures are appreciated but 
they are being sued for issuing welfare 
payments that are less than the prevailing 
rent that a family now has to pay. When 


disabled 


Not so. The Reagan administration 
invoked a doctrine of “non-acquies- 
cence” with the court rulings and insisted 
that each case must be tried individually: 
something beyond the means and wit of 
many of the victims. Many judges be- 
came angry. Twice Mrs Heckler was 
threatened with contempt of court. The 
excuse that the programme for the dis- 
abled would be balkanised if different 
decisions in different circuits had to be 





honoured was dismissed by one judge, 
who said she “has apparently decided to 
obey only the decisions of the Supreme 
Court. At the same time, however, she 
refuses to appeal adverse rulings to the 
Supreme Court, depriving the court of 
the opportunity to issue opinions on the 
points that are disputed.” 

In the states there was almost a reign 
of civil disobedience. At one time 20 
states (which carry the burden of local 
management) were following the views 
of the courts rather than those of the 
Social Security Administration, reason- 
ably enough since disabled people de- 





cheap housing is torn down, and inner 
cities gentrified, welfare payments and 
minimum wages need to be adjusted if the 
poor are to be kept in their own homes. 
When they have no home of their own, 
people, sometimes, come to treat their 
emergency shelter as home. And when a 
shelter is closed down, it is eviction all 
over again. This is now happening in 
Washington, DC, with the forced closing 
of the 800-bed shelter run by Mr Mitch 
Snyder’s Community for Creative Non- 
Violence. Mr Snyder went on hunger- 
strike last year to save his ramshackle, 
gently run shelter, until, 51 days into his 


prived of federal help become a burden 
on the states. Until quite recently, even 
some federal prosecutors were refusing 
to litigate certain cases against beneficia- 
ries. The judges inside the system who 
hear appeals themselves brought a suit 
against it, alleging that undue pressure 
had been brought on them to find against 
the disabled. y lost, but the judge 
expressed some sympathy with them.) 
The federal prosecutor in Manhattan 
insisted that the policy of non-acquies- 
cence was untenable and promised that 
cases in New York would be settled in 
conformity with the judgments of its 
courts of appeal. In August a judge 
ordered the administration to follow 
court precedents in deciding which New 
Yorkers were eligible for benefits. 

In Congress, outrage was expressed by 
members of both parties and in the 
spring of 1984 both chambers passed 
bills—with only one dissenting vote—to 
deal with the treatment of the disabled. 
It took until September for a law to 
emerge. By then the review process had 
been suspended as a liability for the 
administration. 

When it is resumed in January social- 
security officials will have to respect the 
views of Congress: that once somebody 
has been found to be so disabled that he 
is unable to perform any job (a stiff 
enough test), he may not be cut off 
without evidence that his medical condi- 
tion has improved; and that a combina- 
tion of ailments, taken together, must be 
at least considered as amounting to an 
inability to work. They must also consid- 
er pain, although pain alone would not 
be enough to qualify a sufferer for bene- 
fits. A person cut off will be able to 
receive benefits for up to three years to 
enable his case to be adjudicated. None 
of this, however, will help people who 
have already been cut off and have failed 
to appeal; nor will it help those who 
resorted to the courts instead of to the 
system's administrative law judges. 

Reluctantly, the administration has 
promised to honour court judgments in 
most—but not all—cases. The reason 
given? The doctrine of non-acquiescence 
cost the administration so much credibil- 
ity with the courts. 
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strike and just before the presidential 
election, Mr Reagan promised him the 
money to make it a model. But Mr 
Snyder’s ideas of what was needed were 
far more expansive than the administra- 
tion’s. After an appeal to the courts, Mr 
Snyder has lost his fight. 

It was all very political and very com- 
bative; had it been less so, a compromise 
might have been gouged out of Mr Sny- 
der’s demand for $10m and the adminis- 
tration’s proffered $2.7m. The adminis- 
tration claims there is alternative 
emergency shelter. But in Washington, as 
everywhere else, the number of emergen- 
cy beds by no means matches the people 
wanting them. Washington’s city council 
has rules about finding some sort of 
accommodation for parents with small 
children; grown-ups are on their own. 

The bitter weather, the onset of Christ- 
mas and a watchful press on Mr Reagan’s 
doorstep may mean a brief stay of execu- 
tion. The residents (and many of them, 
for lack of a better option, are just that) 
pace the corridors agitatedly grumbling at 
the isolation, the regulations and the lack 
of dignity that they fear in substitute 
shelters. Perhaps people so down on their 
luck should snatch at the chance to be 
kept alive. But the homeless are an or- 
nery lot, like everybody else but without 
the stability of a roof. 


Farm bill 


Sod, swamp and 
budget buster 


The farm bill which Congress brought 
forth after an eight-day conference ses- 
sion is a $52 billion bundle. It sets farm 
support spending at the highest level in 
history—$18 billion a year for three 
years—at a total cost which is $17 billion 
above budget estimates and $2 billion 
above what President Reagan said he 
would tolerate. But it is marginally less 
expensive than the original versions 
passed by the House of Representatives 
and the Senate; its authors even claim to 
save the taxpayer a billion here and a 
billion there. 

Farm state senators managed to ensure 
that income supports from most crops 
remain at present deficit-swelling levels 
for two years and then go down by not 
quite 10% over the next three years. But 
farmers will have to share in the expense 
of some long-term restructuring in the 
form of compulsory cuts of 124-20% a 
year in wheat and corn acreage and 
voluntary buyouts of entire herds of dairy 
cattle. Under “‘sodbuster” and “‘swamp- 
buster” plans, the bill also calls for keep- 
ing 40m-45m acres out of production. 
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The only way farmers will recoup these 
losses is by recapturing foreign markets. 
Over the past five years American farm 
exports have fallen by a third—nearly $15 
billion—as a result of the high dollar and 
uncompetitive prices. The new bill allows 
for discounts on commodity floor prices 
of up to 36% (call them export subsidies) 
and provides another $2 billion-plus in 
surplus commodities “to counter unfair 
foreign trade practices”. But even give- 
away prices may fail to revive exports, 
given the bulging grain silos in other 
exporting countries and the straitened 
budgets of would-be buyers. 

The chairman of the House Agriculture 
Committee, Mr Kika de la Garza, 
wrapped the bill in faint praise as “the 
strongest package of farm income protec- 
tion that we could negotiate with the 
Senate and hope to pass this year”. But 


Chicago 
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his counterpart in the Senate, Mr Jesse 
Helms, became the first Senate agricul- 
ture chairman to vote against a farm bill; 
he objected to a deal which added an 
estimated $1 billion to the $12 billion 
food-stamp programme. Under the new 
rules, more working poor and pensioners 
are expected to be eligible for food aid. 

The most shortsighted item in the bill 
may be the extension of sugar quotas and 
sugar supports, unchanged at more than 
four times the world price for another five 
years. This was a rebuff to the State 
Department which had been urging the 
political and economic rationality of al- 
lowing the entry of low-priced sugar from 
the debt-burdened Caribbean. The silliest 
sweetener in the bill is probably the 
continuation of some $65m in windfalls 
for producers of expensive American 
honey. 





In praise of the turbulent centre 


There is something refreshing about Chi- 
cago, and it is not just the wind. Of all 
America’s large cities, Chicago combines 
vitality, originality, physical beauty and 
self-confidence more beguilingly than any 
other. New York? Now that it has been 
identified as the capital of the twentieth 
century ‘by Professor George Steiner of 
Cambridge and Geneva Universities, 
New York can be excluded from any 
purely American reckoning. Los Ange- 
les—glitzy and glamorous but no longer 
frivolous, and now with a mix of immi- 
grants and industries to give it depth as 
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Only politics spoils the picture 


CHICAGO 


well as breadth—is perhaps Chicago's 
main rival to the title of the most Ameri- 
can of American towns; but whereas in 
Los Angeles you may consider yourself at 
the cutting-edge of America, in Chicago 
you feel you are at its epicentre. 

Other cities have their claims—San 
Francisco has charm and human scale, 
and a climate air-conditioned by God, 
and Boston and Philadelphia can trade on 
history—but Chicago makes them look 
small-town. As for the cities of the sun- 
belt, the Dallases, Houstons and Atlan- 
tas, with their high-rise hotels, reflective- 
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glass office parks and obligatory gallerias, 
nothing puts their bland materialism, 
tempered only by off-the-peg culture, 
better into perspective than the bustling 
self-assurance of Chicago. With an or- 
chestra and art gallery of international 
repute, an airport (busiest in the world) 
offering daily flights to a host of foreign 
countries, and, above all, with more than 
a million people (out of a population of 
3m) speaking English as a second lan- 
guage, Chicago has no need to boast of its 
“sophistication” and “world-class sta- 
tus”. Such attributes may be taken for 
granted. 

One thing, however, mars this attrac- 
tive picture, though it sets Chicago apart 
from other American cities as surely as its 
blustery climate or stupendous architec- 
ture: politics. In Chicago, it is said, a 
history of lamentable home teams has 
turned local passions away from sport and 
into politics. The teams are now rather 
successful, but the politicisation of every 
cone¢eivable issue is entrenched. 

For 21 years, politics in Chicago was 
synonymous with Mayor Richard Daley, 
autocratic, egregious but efficient satrap, 
maker of presidents (Kennedy in 1960) 
and breaker of skulls (protesters’ at the 
Democratic convention in 1968). By pa- 
tronage and political pay-off, and by 
making Chicago “the city that works”, 
Daley and his machine kept a firm grip on 
all aspects of city life. Since his death in 
1976, however, Chicago’s politics has 
been a free-for-all. His protégé and suc- 
cessor, Mr Michael Bilandic, was undone 
by a snowstorm that left “the city that 
works” unworkable for most of January 
1979. The voters threw him out in favour 
of Mrs Jane Byrne, who, though she was 
also a Daley profegée, campaigned 
against the machine he had bequeathed. 

At the next Democratic primary elec- 
tion, in 1983, Mrs Byrne was opposed 





both by the machine, which put forward 
Mr Richard Daley, hizzoner’s son, and 
also by Mr Harold Washington, a black 
congressman who would never have 
dreamt of running for mayor had he not 
been drafted by the influential blacks who 
saw the prospect of high turnout among 
black voters as a chance to capture City 
Hall. It suddenly looked as though the 
racial tensions, which had been increasing 
for years under Daley’s paternalistic rule, 
could be harnessed to political effect. By 
appointing whites rather than blacks to 
the school board and the housing author- 
ity, Mrs Byrne had forfeited her black 
support; she had also alienated many of 
the “lakeside liberals’—those who live 
on Lake Michigan’s Rive Gauche—who 
had voted for her in 1979. A black 
candidacy had a chance. 


In the event, thanks partly to televised - 


encounters in which the two white candi- 
dates fared visibly less well than the 
articulate Mr Washington, the black can- 
didate won the Democratic primary and, 
after an unedifyingly racist campaign on 
the part of his Republican opponent, the 
election for mayor. The bitter legacy 
leaves Mr Washington in City Hall; a city 
council dominated by what is left of the 
machine (a group under the leadership of 
Mr Edward Vrdolyak and known as the 
majority block, since it controls 29 of the 
council’s 50 seats); Mrs Byrne on the 
sidelines preparing to run for mayor again 
in 1987; Mr Daley establishing a reputa- 
tion for competence and decency in his 
job as state’s attorney (an elective county 
post), while keeping his options about 
running for mayor open; and the Republi- 
cans wondering whether opponents so 
riven with hatred and dissension do not 
offer something to them. 

Chicago is now less than half white; 
blacks make up two-fifths of the popula- 
tion and Hispanics perhaps 15% and 
rising fast. It is said by some, therefore, 
that Mr Washington will be re-elected 
regardless of how well or badly he per- 
forms in office; the minorities will put 
their man back. This assumes, however, 
not only that the white vote will once 
again be split in the Democratic primary 
but that blacks will turn out in large 
numbers and that Chicago’s Hispanics — 
who are Mexican, Puerto Rican and Cu- 
ban and do not necessarily vote as a 
block—will support the incumbent. 
There is no reason to believe that Mr 
Washington is foolish enough to make 
these assumptions. 

To be sure, Mr Washington is looking 
after the groups that put him in office. Of 
the city’s contracts, 25% are now meant 
to go to firms run by minorities and 5% to 
those run by women. Some 54% of the 
top city positions are now filled by blacks 
(compared with 27% before he took 
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office) and a further 20% have gone to 
Hispanics (3% before); of the city work- 
ers hired since he came in, 58% have 
been black and 10% Hispanic. To one 
group of critics, this is racism; to another, 
it is business as usual with the difference 
that the rewards under a black adminis- 
tration go chiefly to blacks; to the mayor’s 
supporters, it is variously justice or an 
effort to end the dangerous exclusion of 
minorities from the city’s political life. 

The spokesmen for the majority block 
are vehement that Mr Washington is a 
legislator-and an advocate, not an execu- 
tive. Yet the mayor can point to the fact 
that he has balanced the city’s budget, 
having eliminated the deficit of $94m that 
he inherited and got rid of 4,000 jobs in 
the city’s workforce (nearly 10%). He 
could, he says, have made more savings 
had not some of his efforts, such as 
privatising the forestry department and 
mechanising rubbish collection, been 
frustrated by the city council. Even so, 
the $2.1 billion budget that he originally 
presented for next year raised no taxes. 

That did not make it popular with the 
majority block, which, having rejected 
the mayor’s budget, put forward its own 
$23m-less-expensive version, duly vetoed 
by the mayor on December 17th. Negoti- 
ations are now taking place on Mr Wash- 
ington’s second budget, swollen by $30m 
to meet the costs just incurred in giving 
union status to the city’s 7,500 white- 
collar workers, and no longer therefore 
based on a tax freeze. 

All this is part of an unedifying annual 
ritual, which might have been avoided if 
Mayor Washington had been adroit 
enough to split the majority block on the 
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An Amish child on December 25th 
shares a dish of sweets with his brothers 
and sisters. The members of this Penn- 
sylvanian community celebrate Christ- 
dag (they speak a seventeenth-century 
Palatinate German dialect, much mixed 
with English words) with a service and a 
family supper: they leave the fuss about 
presents to the world outside, known 
collectively as “the English”. 

For the past 250 years the Amish in 
America have been able to keep their 
distance from that world. A break-away 
Mennonite faction, they found their way 
to Lancaster County after being perse- 
cuted in Germany for their pacifism. 
They seldom make friends outside their 
own community but they welcomed in a 
visitor from Germany. A farmer's wife 
asked sympathetically: “Do you have to 
learn English in school and speak Ger- 
man only at home?” The notion of 
Germany, although divided, being home 
to some 78m native German-speakers 
was strange. Her family knew of Martin 
Luther King, but not of Martin Luther. 

The Amish understand present-day 
German because it approximates to the 
language of their bible. Their services, 
held in a farmhouse, last three hours at a 
stretch, the congregation esconced on 
backless wooden benches. The services 
start and end with the oldest Protestant 
hymns still in use, The words were 
written by an Amish dissenter in a Ger- 
man prison and the unaccompanied mel- 
odies have been handed down by genera- 
tions: there is seldom agreement on the 
key. The congregations of 80-100 people 
are led by a bishop, drawn by lot, as the 
bible prescribes. 

What is not mentioned in the bible is 
usually forbidden. Their farmhouses 
have no electricity and the Amish drive 


council. The fact that he has not done so 
suggests either that he is a poor politician 
or that it suits him to be able to blame his 
failures on its obstructionism. In any 
event, he is denying his support to candi- 
dates for state and county offices in next 
year’s primaries unless they are prepared 
to denounce the majority block’s refusal 
to confirm about 50 of his appointments. 
Now the majority block is trying to split 
the mayor’s supporters. It proclaims, 
first, that Hispanics are not getting their 
share of the contracts for the $1.6 billion 
expansion at O’Hare and, second, that 
Mr Washington refuses to condemn Mr 
Louis Farrakhan, the Chicago-based 
Black Muslim, for his anti-semitic speech- 
es. This second charge is indeed true. Mr 
Washington, however, an inveterate op- 
ponent of anti-semitism who attracted 
considerable Jewish support in his elec- 
tion, angrily responds that he will not 
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Christdag among the Amish 


MANHEIM, PENNSYLVANIA 


about in a horse-and-buggy, not in a car. 
They wear what they believe to be bibli- 
cal attire but which, in fact, dates back to 
seventeenth-century central Europe: 
heavy black clothes, with a wide-rimmed 
hat for the men and a white prayer-cap 
for the women. Since the Amish want 
only to be farmers, they see relatively 
little use in secondary education, and the 
state of Pennsylvania does not oblige 
Amish pupils to go beyond the eight 
years of education in their own one- 
room schools. 

Some members of the community 
have broken away to form a more re- 
laxed “new order”. Others have become 
ingenious in bending the rules. Tele- 
phones are installed just outside a prop- 
erty; the Amish find that though they are 





Not quite stuck in the seventeenth century 


submit to litmus tests set by Mr Vrdolyak: 
“My life is a litmus test,” he says. 

Mr Washington’s difficulties with the 
council might perhaps be eased if a feder- 
al district judge rules in favour of a plan to 
draw new electoral districts and hold a 
special election in order to give blacks 
and liispanics fairer representation. But 
there is no certainty either about how the 
judge will rule or what that would mean 
for the mayor. 

In fact, despite the inconvenience of a 
hostile city council; Mr Washington has 
been able to achieve quite a lot. He has, 
for instance, introduced freedom of infor- 
mation, and therefore freedom to exam- 
ine the books, to a town where it used to 
be necessary to sue in order to find out 
what was going on and who was getting 
which contracts. He has put a limit of 
$1,500 on campaign contributions from 
those doing business with the city. His 


forbidden to own a car, they are not 
forbidden to ride in one driven by some- 
body else. Several are not above making 
a bit of money, from restaurants and 
souvenir shops, out of the tourists who, 
particularly since the film “Witness”, 
have been flocking to see and photo- 
graph them. 

Some compromises have been forced 
on the Amish. When they arrived in 
America around 1730, they settled with- 
in the ten square miles of Intercourse, 
Bird-in-Hand and Paradise. But farm- 
land in Lancaster became rare and ex- 
pensive and members of the community 
upped and emigrated to Iowa, Indiana, 
Ohio, Virginia and Maryland. Many of 
those left behind are obliged to take 
part-time jobs outside farming. “‘Wirs 
sind so densely overpopulated,”’ explains 
one of the Pennsylvania bishops in the 
German-English that it would be a pity 
to lose. 






















































appointments—notably his police chief, 
who is black, and his fire chief, who is 
Italian-American—get high marks. And 
he has been less unbending than his 
predecessors to those with complaints 
against the city, in particular, those who 
were spied on by the police department’s 
“red squad’’—an undercover unit—in the 
1960s and 1970s; all their cases have now 
been settled. 

To that extent Mr Washington does 
indeed seem to be the “reform mayor” 
that he claims to be, and the voters seem 
tolerant of him. A recent Chicago Tri- 
bune poll gave him a 47-33% edge in a 
putative race against Mrs Byrne and a 45- 
34% edge against Mr Daley. But this 
preference probably owes something to 
the better economic times that have now 
come to Chicago and over which Mr 
Washington, or any mayor, has only 
limited powers. Chicago’s manufacturing 
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industries have taken a fierce beating in 
recent years and the area has lost more 
than 250,000 workers since 1979. But last 
year, for the first time since 1981, the area 
had a net gain in workers and all the 
economic indicators were improving, al- 
beit more slowly than comparable nation- 
al ones. One indicator showed a particu- 
larly striking rise: office construction. In 
downtown Chicago alone, 48 projects are 
in progress and another 52 have been 
announced, involving investment of $1.02 
billion and $5.56 billion respectively. 

The mayor’s critics say the only way to 
keep business in Chicago is the Daley 
way, which was to cut deals among politi- 
cians, developers and builders. The de- 
velopment downtown suggests otherwise, 
particularly as it seems set to continue. 
Out-of-state companies, like Travelers 
Insurance from Connecticut, which has 
increased its annual investment in Chica- 
go from $0.65m in 1982 to $46.7m in 1983 
to $251.9m last year, have clearly not 
been frightened off by Mr Washington. 

Yet building projects alone will not 
provide all the jobs that Chicago lacks, 
nor meet a fraction of its many needs. 
The Washington team itself admits: 


One in four Chicagoans is at risk of hunger. 
Infant mortality in some city neighbour- 
hoods is higher than in some third-world 
countries. Many of our children are involved 
with gangs and turning to crime. Thousands 
of Chicagoans who had jobs have lost 
them—having been laid off by companies 
which closed or moved away. 


It could have added that, even with the 
new investment downtown, nearly all the 
growth of the metropolitan area in the 
next 20 years is expected to come in the 
suburbs, as Chicago itself continues to 
wrestle with the awkward transition to a 
service economy and as its population 
becomes ever more Hispanic and black. 

Chicago’s difficulties are indeed formi- 
dable, and far beyond the powers of Mr 
Washington or any other mayor to solve. 
His influence can be felt only at the 
margin. What is remarkable, however, is 
how well Chicago has adjusted from its 
trading and manufacturing origins, in 
spite of economic difficulties common to 
all the old northern cities and political 
ones peculiar to itself. Not only has it 
survived, but it has survived in style. 

Its success is a tribute to its people, who 
have nimbly exploited the changes in the 
financial world to make Chicago a throb- 
bing financial centre, at the same time 
building on its position as a regional hub. 
But these people can always get up and 
go. Now that waterborne trade is of small 
importance, few of Chicago’s assets are 
natural. If O’Hare does not work, travel- 
lers can change aircraft somewhere else. 
If the neighbourhoods are unsafe, the 
financial futures traders can go to New 
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York. If the snow is not cleared, the 
insurance executives can follow Hugh 
Hefner and his bunnies to Los Angeles. 
The mayor's tasks are marginal, but in the 
end it is the marginal that keeps Chicago 
central. 


Indiana 


Old-fashioned 
habits 


INDIANAPOLIS 


Indiana, says Mr John Livengood, the 
chairman of the state’s Democratic Party, 
is a splendid example of a one-and-a-half 
party state. “Unfortunately,” he adds, 
“we are the half.” The Republicans are 
striving to keep things this way: through 
their high-tech party machine, through 
patronage and through gerrymandering. 

A gerrymandering lawsuit is now be- 
fore the Supreme Court. After the 1980 
census, when Indiana lost one of its 
congressional seats, the Republican-con- 
trolled legislature devised a new electoral 
map that, among other things, tried to 
squeeze Democratic votes into three dis- 
tricts. It did not rely on pencil and ruler to 
draw the new lines but did the job by 
computer. The computer was not very 
sensitive to city and county boundaries: 
the 30,416 residents of Greene County, 
for instance, find themselves in three 
separate voting districts. 

Nor was the result entirely successful: 
after a narrow-squeak, and disputed, vic- 
tory in the eighth district, the Democrats 
still hold five of Indiana’s ten seats in 
Congress. But the map is working out 
better in state elections: in 1982, the first 
year it was tried out, the Democrats took 





52% of the vote but only 43 of the 100 
seats in the state House of Representa- 
tives. The Democrats then turned to the 
courts for help, winning the first round in 
November 1984. The Republicans ap- 
pealed and the Supreme Court, in No- 
vember, issued a stay of the lower court's 
order. Unless the court upholds the or- 
der, and the map is redrawn, the Republi- 
cans’ control over all branches of the state 
government, which they have held since 
the late 1960s, seems assured. 

“We used to be the last of the old 
machines,” says Mr Gordon Durnil, the 
Republican state chairman. It still works 
in much the same old way, though its 
techniques are now as modern as can be. 
The party provides excellent services for 
candidates at election time; in return 
candidates are expected to do what the 
party tells them. A Republican hopeful 
who does not choose to be a team player 
might think of giving up politics or mov- 
ing to another state: the state party will 
recruit and endorse a candidate to beat 
him in the primary election. 

Most of the successful politicians in 
Indiana have worked their way up 
through party ranks. Governor Robert 
Orr began his political career in a precinct 
committee. The Democrats are much the 
same: Mr Livengood shows no embar- 
rassment in describing himself as a “pa- 
tronage baby”. But the Republicans, with 
a $2m budget, have more money. Patron- 
age pays. State employees, for instance, 
used to have to contribute 2% of their pay 
to the Republican Party; this system was 
changed in 1976 but they still provide 
$350,000 to the party’s budget by “volun- 
tary” reductions from their pay. 

Another $400,000 reaches the Republi- 
cans from vehicle licences, which are 
under the control of Republican county 
chairmen. The heart of a good Democrat 
bleeds each time he has to get a licence: 
he knows that part of it will end up in the 
pocket of the county chairman, who gets 
a percentage for running the licensing 
offices, and part of it will help to finance 
the next Republican campaign. He might 
as well get a personalised licence plate; at 
least then half the $40 fee will go to the 
Democratic Party, adding $200,000 a year 
to its budget. 

The Democrats dreamt up the scheme 
of using licence money as a safe fund- 
raiser back in 1935 when they controlled 
the state. Now, naturally, they are trying 
to abolish it, and their candidate for 
governor, Mr Wayne Townsend, made it 
his main issue in the 1984 election. His 
opponent, Governor Orr, has also decid- 
ed that the time has come to make a 
change. To the dismay of his county 
chairmen, he has introduced a bill to turn 
over car licensing to state employees. It is 
not likely to succeed. 
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Who’s the Greenest of us all? 


FROM OUR BONN CORRESPONDENT 


West Germany’s Greens are accustomed 
to confusion, and sometimes seem to 
revel in it. But even they must be taken 
aback by the muddle in which their party 
‘s ending 1985. No sooner had a leading 
3reen, Mr Joschka Fischer, broken new 
ground by joining the Social Democratic- 
led coalition government in the state of 
Hesse on December 12th than the party’s 
annual conference on December 13th- 
15th gave strong backing to Greens who 
are flatly opposed to any co-operation 
with the villains of orthodox politics. This 
victory of the so-called “Fundis’’, the 
party’s anti-compromise fundamentalists, 
over the “Realos”, or realists, affects 
more than the Greens themselves. It may 
influence the outcome of the federal 
election in 1987. 

The conference was, as might be ex- 
pected, unconventional. Delegates took 
time off from their discussions in Offen- 
burg near the French border to drive 250 
miles and join a protest against the build- 
ing of a nuclear reprocessing plant in a 
Bavarian forest. The trip to the rain- 
soaked site at Wackersdorf provided Fun- 
jis and Realos with an occasion for tem- 
porary unity. Peace did not last long. 
When the Greens’ fleet of buses got back 
to Offenburg on Sunday, a showdown 
motion aimed at Mr Fischer’s critics on 
the party’s national executive was defeat- 
ed by 468 votes to 214. The Fundis are 
always strongly represented at Green 
conferences; even so, the margin of their 
victory was unexpectedly wide. _ 

Mr Fischer, who was sworn in as Hes- 
se’s environment minister wearing jeans 
and tennis shoes, does not intend to let 
the Offenburg vote affect him. He and 
other Realos argue that the Greens 
should use their political power to influ- 
ence the other parties; for them, standing 
in elections implies a willingness to enter 
government if the terms are right. The 
Realos point out that Greens have done 
badly in recent state elections when they 
rejected in advance the idea of co-operat- 
ing with the Social Democrats. They see 
Hesse, where the Social Democrats need 
Green support for a parliamentary major- 
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ity, as a model for a national agreement if 
the Social Democrats emerge from the 
1987 federal election as the largest party 
but in need of Green backing to control 
the Bundestag. 

Mr Fischer’s appointment, after long 
negotiations, had appeared to herald a 
swing towards pragmatism. Hesse’s new 
environment minister spoke of working 
constructively with industry, including 
the state’s big chemical firms, whose 
waste products are a Green target. In 
Bonn another prominent Realo, Mr Otto 
Schily, said he was not in favour of West 
German withdrawal from NATO. 

Greens in Lower Saxony, where an 
important state election will be held in 
June, reckon they could win 7% of the 
vote and repeat the Hesse coalition with 
the Social Democrats. Despite their poor 
showings in elections in North Rhine- 
Westphalia and the Saarland in 1985, 
national opinion polls published in early 
December still put the Greens above the 
5% score needed to win seats in the 
Bundestag. Some polls say Green support 
runs at 6-7% of the national vote, com- 
pared with the 5.6% which took the party 
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After the fun and games at Wackersdort, back to political purism 





into the Bundestag for the first time in 
1983 with 27 seats. 

By putting a brake on the Realos’ 
progress, the Offenburg conference 
showed the power of the Fundis, and also 
of the far-left Greens whose roots lie in 
the anti-growth, anti-business ideas of the 
1960s. The Social Democrats, who want 
to avoid any pre-election suggestion of 
co-operation with the Greens for fear of 
frightening off their working-class sup- 
port, point to Offenburg as a sign of the — 
Greens’ unreliability. After being select- 
ed by his party’s executive committee on 
December 15th as the Social Democratic 
candidate for chancellor in 1987, the 
premier of North Rhine-Westphalia, Mr 
Johannes Rau, insisted that the Social 
Democrats had to win an overall majority 
in the Bundestag, which would avoid any 
fuss about co-operating with the Greens. 

An overall majority, however, is some- 
thing the Social Democrats have never 
managed to get in a federal election. So 
they have to remain open to the possibili- 
ty of co-operation with the Greens while 
at the same time doing their best to steal 
the Greens’ supporters. The Social Dem- 
ocrats’ hope is that a reassertion of Green 
fundamentalism will help them to win 
back voters who deserted the Social Dem- 
ocrats for the Greens in 1983. On the 
basis of polls showing young people’s 
support for the Social Democrats to be 
much higher in his own North Rhine- 
Westphalia than in West Germany as a 
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ck young voters. 
The Social Democratic challenge and 
eir own party’s division may not be the 
ens’ only problems. Their success in 
essing environmental issues has opened 
competition from the centre-right. 
The ruling Christian Democrats in Ba- 
n-Wirttemberg have just produced a 
een Charter”, and the state’s pre- 
er, Mr Lothar Späth, likes to stress the 
ronment-friendly. character of -the 
igh-technology firms he is busy encour- 
ing. While most of their supporters are 
ung and radical, the Greens have also 
acted some more conservative, rural 
rs who might in time drift back to a 
ibly ecological centre-right. 
The party has only about 40,000 mem- 
rs: After. winning hundreds of town- 
ncil seats in communal elections in 













“1984 in North Rhine-Westphalia, Hesse” 


and Baden-Wiirttemberg, Green activists 
are often too stretched to do much more 
than handie routine business. The Realos 
say the party should have more member- 
ship drives, to broaden its base and avoid 
becoming a closed sect. The Fundis abhor 
the idea and think the preservation of 
ideological purity is the priority. 

A strong performance in June in Lower 
Saxony, where the Greens will be defend- 
ing their record as sitting members of the 
state parliament, would probably provide 
fresh strength for the Realos, particularly 
if the local Social Democrats reconsider 
their current refusal to contemplate a 
coalition. A weak performance, or the 
break-up of the coalition in Hesse, would 
be greeted as proof of the error of depart- 
ing from the true Fundi faith: Green 
politics are as sprightly as ever. 





M.OUR PARIS ‘CORRESPONDENT 


How fragile is glory. Only two months 
ago,.Mr Laurent Fabius, prime minister 
rance, seemed on top of the. political 
d. At the ruling Socialist Party’s 
erence < in sunny Toulouse he 
erged as the young musketeer to 
whom the future belonged. Since then the 
es of fortune have changed so 
fast that Mr. Fabius has lost the 
wer to lead the Socialists into 
the parliamentary election less 
than three months away. He 
remains prime. minister, at Pres- 
dent. Mitterrand’s behest; but 
balloon has gone pop. 
At 39,:this.is surely not the 
nd of Mr Fabius. It is, howev- 
he end of Fabius Mark 1, 
untarnished prodigy whose 
management style and 
modern image sent him to the 
f the popularity charts after 
errand surprised France 
stalling him as prime minis- 
ss than 18 months ago. His 
b should be to fire his 
election hopes. But Mr 
Aitterrand has changed his 
nind about staying above the 
ction fracas; he has decided 



























mself, Bewildered, Mr 
Fabius finds himself relegated to / 
he electoral sidelines, wi 

befitting his station. 
‘The semi-disgrace afflicting 
ir Fabius may be partly his own 
ing; yet it is not all to: his 
yersonal discredit. He alone was. 
esponsible for an unexpectedly 











he Fabius who once was fabulous 


poor showing in a now-famous televised 
debate on October 27th against Mr Jac- 
ques Chirac, the main conservative oppo- 
sition leader. Mr Fabius suffered for the 
arrogant, over-aggressive tone which he 
inexplicably adopted in place of his usual 
reasonable approach, and got his come- 












































Chirac. His popularity 
points and has stayed down. EER 

If Mr Mitterrand was sad abou: his 
man’s debating performance, he was dou- 
bly irritated soon afterwards by Mr Fabi-. 
us’s honourable but perhaps foolhardy ` 
disavowal of the president’s reception in 
Paris of Poland’s General Jaruzelski. The 
president had decided of his own accord 
to receive the “untouchable” Pole; he 
arranged matters with the foreign minis- 
ter, Mr Roland Dumas, but did not 
inform his prime minister. So Mr Fabius, 
a stickler for human rights, could claim to 
have displayed political courage by telling 
parliament that he was “troubled” by the 
Jaruzelski visit. This was the first time in 
the 27-year history of the Fifth Republic 
that a prime minister had: publicly taken 
issue with his president. «© ard 

Mr Fabius might have expected sup 
port from other leading Socialists, since © 
the- party has never stopped declaiming ` 
against repression in Poland. Yet he — 
found that their shock over the reception. 
accorded to General Jaruzelski was not as 
great as their shock over his own: lèse- 
majesté, Party chieftains both in and out 
of the government uneasily sided with Mr 
Mitterrand, upon whom they were in any) 








































„case beginning to pin their re-election 


hopes. If Mr Fabius’s show of indepen- 
dence. was designed to: strengthen his. 
standing for the future, its. short-term 
result ‘was near-ostracism. 

. In private, the president: cut 
\ him down. A curious parable 
told by Mr Mitterrand over the 
dinner table had two monkeys, 
one old and one young, subject- 
ed to electric shock experi- 
ments. The first, accustomed to 
all sorts of painful assaults 
comes through in good shape _ 
the second, never before at- 
tacked; dies. Mr: Mitterrand’s 
listeners could ‘hardly mistake 
the monkeys’ identities. 

Even so, speculation about 
the prime minister's removal 
died away this week as Mr Mit- 

. terrand turned protective. Ina 
televised interview on Deceme 









asked about Mr Fabius’s asser- 
tion that he would carry on as 
prime minister until the elec- 
tion. “If that’s what he’ said,” 
‘Mr Mitterrand noted, “then he 
did so because he knows he has. 
my confidence.” Such presiden- 











tial confidence appears to be. ~ 
“mainly tactical: A change. of” 
= prime minister would hardly _ 
help the Socialists’ vote-winning mee 
cause atthis stage. ee ae 
When Mr Fabiu hinks back 
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Joie de revivre 


FROM OUR PARIS 


Le Monde has always been an odd news- 
paper, allergic to pictures, rich press 
barons and show. Its fight-back from the 
financial brink has turned it odder still: it 
has made its readers part-owners. They 
proved to be an enthusiastic bunch, 

uickly snapping up FFriSm-worth 
(52m) of shares in a fraction of the time 
allotted for the sale, which was to have 
run throughout December. 

Readers who put up the cash for this 
increase in capital got in return only a 
12% share in France’s most distin- 
guished daily. They must bow to its 
journalists, whose 35% share still gives 
them a veto over decisions affecting the 
paper’s future. But the readers’ eager- 
ness reflected a new jauntiness in Le 
Monde’s habitually austere pages. 

Faced with bankruptcy in’ 1984, it has 
now pushed its daily circulation steadily 
back under its new editor, Mr André 
Fontaine, to almost 400,000 (rather big 
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to the glory of Toulouse, he may argue 
that popularity which erodes so quickly 
can in time return. “You learn every 
day,” he said, when picking through the 
ruins of the Chirac debate. His goal must 
be the 1988 presidential race, but his 
future has lost that solid look. 


SS-20s 
Nine times X 


Working out how many missiles each 
superpower has at any given time is a 
complicated game. Although Russia’s Mr 
Mikhail Gorbachev announced on De- 
cember 12th that the Soviet Union had 
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by press standards in Paris, where the 
top-selling France-Soir boasts sales of 
405,000). Its finances took a more prom- 
ising turn with the sale and lease-back of 
its headquarters near the Opéra. 

Mr Fontaine, a former foreign editor 
who has worked on the paper for close to 
40 years, has got the illustrious invalid 
shaking a leg. Its new spirit was evident 
this year, and not only in the uncovering 
of the Greenpeace scandal, which was 
mainly Le Monde’s work. It bubbled 
over uncharacteristically last month 
when the paper opened its doors to the 
public for the first time. Some 10,000 
people queued for hours to peer into the 
mysterious heart of French journalism. 
The 3,500 who got in seemed surprised 
to find that it possesses no conventional 
newsroom: it is a rabbit warren of cubby 
holes spread over several floors. “If I 
had to work in that space,” observed one 
visitor, “I'd go on strike.” 
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Le Monde was too modest for its own good 





dismantled the launching sites of its medi- 
um-range SS-20 missiles deployed “in re- 
sponse to the arrival of NATO Pershing-2 
and cruise missiles” in Europe, it will be a 
while before the westerners will know 
whether they believe him. 

It has often been hard to follow the 
Russians’ arguments about the number of 
medium-range nuclear weapons they 
have pointing at Western Europe. From 
1978 until 1983 they claimed every few 
months that they had no more than NATO 
had pointing at them, even though the 
Russians were deploying new missiles 
regularly and NATO was not. At the end of 
1983, when the western alliance’s deploy- 
ment of cruise and Pershing-2 started, the 
American count showed a total of more 


EUROPE 


than 360 ss-20 launchers in the whole of 
the Soviet Union, roughly two-thirds of 
them—243—located within range of 
Western Europe. 

The Soviet build-up continued during 
1984 and 1985, reaching a total of 441 on 
the American estimate by the autumn 
(and Soviet officials have informally ad- 
mitted that the American figure was 
about right). That was enough to make 
the Dutch government reconfirm in No- 
vember its 1979 decision to deploy some 
cruise missiles on its soil. However, dur- 
ing his visit to France in October, Mr 
Gorbachev had said that Russia had re- 
duced the number of ss-20s facing Europe 
to the pre-NATO-deployment figure, pre- 
sumably 243; the extra sites would be 
dismantled within two months. The two 
months are now up, and Mr Gorbachev 
seems to be saying that the dismantling is 
complete. 

It will take the Americans another two 
months or so to check this. How many 
missiles the Russians have in place is 
worked out mainly from photographs 
taken by satellites. Each ss-20 launching 
site seems to contain a main building and 
nine mobile launchers with a missile 
apiece (though some of the launchers may 
be off the site, or invisible within the 
building, at any given moment). So the 
Americans count launching sites and mul- 
tiply by nine. They do not count the 
reload vehicles, also probably nine per 
site, each containing one extra missile. 

Because American satellites do not 
cover every square foot of the relevant 
bits of Soviet territory every day, or even 
every week, it will be weeks before all of 
the sites can be photographed. It may 
then still be difficult to tell for certain 
whether they are no longer in use. And 
even if they are not, one question re- 
mains: how far have these mobile missiles 
been moved, and how soon could they be 
back and ready to fire? 


Portugal 
Beginner’s luck? 


FROM OUR PORTUGAL CORRESPONDENT 


The Portuguese now seem to find the 
smack of firm government to their liking. 
Two months after the Social Democratic 
Party of the prime minister, Mr Anibal 
Cavaco Silva, emerged as the biggest 
group in parliament, the party increased 
its share of the vote in local elections on 
December 15th. The Social Democrats 
took 35% of the vote, compared with 
30% in the parliamentary election in 
October. Despite the poor turn-out—the 
abstention rate of 36% was the highest in 
Portugal since the revolution in 1974—Mr 
Cavaco Silva sees the result as an en- 
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Cavaco Silva sitting pretty, swiftly 
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dorsement of his young government. 

Unlike most of its predecessors; Mr 
Cavaco Silva’s government seems pre- 
pared to take unpopular measures to 
revive the economy. Although he took 
office only in November, the prime minis- 
ter has already imposed price increases 
averaging 14% on basic foodstuffs and 
bumped up the prices of electricity, gas 
and public transport. To sweeten this 
necessary but nasty-tasting pill a bit, he 
has raised pensions and taken steps to 
eradicate a pay backlog in the public 
sector which has left thousands of work- 
ers unpaid for months. 

The outcome of the local elections may 
be a pointer to the vote for a new 
president on January 26th. Mr Cavaco 
Silva has endorsed Mr Diogo Freitas do 
Amaral, a right-of-centre former leader 
of the Centre Democrats, whose chances 
of succeeding General Antonio Ramalho 
Eanes as president must now be good. Mr 
Mario Soares, the Socialist candidate, 
continues to look distinctly vulnerable: in 
last Sunday’s poll, the Socialists failed to 
recover from the big losses they suffered 
in October. 

One surprise was the poor showing by 
the Democratic Renewal Party formed by 
supporters of President Eanes. The party 
picked up less than 5% of the vote, 
compared with 18% on its first outing in 
October; its organisation at local level is 
no match for the more established forces. 
The Communists managed to hang on to 
10% of the vote, losing a few town halls in 
the southern Alentejo region but 
strengthening their grip on the industrial 
“red belt” around Lisbon. 
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The Basques 
Blood on the holly 


FROM OUR SPAIN CORRESPONDENT 


A spectre seems likely to haunt the 
Christmas festivities in Euzkadi, the 
Basque country of Spain, unless the Span- 
ish government acts swiftly and decisive- 
ly. On December 15th the handcuffed 
corpse of a young man was found in the 
Bidassoa river, which marks part of 
Spain’s frontier with France. He was 
identified as Mr Mikel Zabalza, who had 
been arrested three weeks earlier by civil 
guards (the military police who patrol 
rural areas), soon after the killing of three 
military men by members of the ETA 
separatist movement. 

The civil guards say that they took Mr 
Zabalza out in the night to help them look 
for an ETA hideout, and that he got away 
from them and ran towards the river. 
Basque nationalists blame the civil guards 
for his death, and some suspect that he 
was deliberately drowned. His family in- 
sist that he had no links with ETA and 
quote fellow-prisoners who say he had 
been ill-treated. Many Spaniards trace a 
parallel with past incidents in which ETA 
men died after being beaten up by police- 
men, and with three youths who were 
shot in Andalusia by civil guards who 
took them for terrorists. 

The prime minister, Mr Felipe Gonza- 
lez, said on December 16th that he hoped 
the Zabalza case would be cleared up “to 
its ultimate consequences”. So do most 
Basques, who fear this incident could 
touch off a round of reprisal killings 


Basques feeling angry, again 


unless, as the Socialist president of neigh- 
bouring Navarra puts it, the government 
solves the mystery quickly and punishes 
any people it finds responsible. Some 
protest strikes and demonstrations have 
already been held, and more are planned, 
in Madrid as well as in Euzkadi. 

Such an outburst of unrest could en- 
danger the Basque Socialists’ parliamen- 
tary pact with the moderate nationalist 
party that controls the regional adminis- 
tration of Euzkadi and which has recently 
improved its relations with the Socialist 
government in Madrid. Representatives 
of the two administrations have been 
discreetly trying to reach an agreement 
with ETA. The central government has 
granted pardons to some former ETA men 
whose convictions had not been for mur- 
der. The separatists want a blanket am- 
nesty, but both Socialists and conserva: 
tives reply that the one granted in 1977 
had no effect: they point out that more 
than 85% of all the attacks by ETA— 
which began in 1968—have taken place 
since then. 

Moderate nationalists believe that Euz- 
kadi should be allowed to police itself. 
About half of the 449 victims of ETA in the 
past ten years have been members of the 
Spanish police and civil guard, who, in 
Euzkadi, are regarded as occupying ar- 
mies. Basque mistrust of the police has 
increased as a result of last January’s anti- 
terrorism law, which allows them to hold 
suspects incommunicado for up to ten 
days. Opponents of the law, who are 
calling for its repeal, say it has had little 
impact on terrorism: ETA has killed 34 
people so far in 1985, exactly the average 
figure of the past five years. 





Spanish bureaucracy 


A lot of it about 


FROM OUR SPAIN CORRESPONDENT 


As Spain prepares to enter the European 
. community on January Ist, some Span- 
iards are wondering how their administra- 
tion will match up to the challenge. 
“Many of Spain’s legal and bureaucratic 
routines date from the Middle Ages,” 
says Mr Enrique Tierno Galvan, the 
Socialist mayor of Madrid. ‘Bureaucracy 
is the business world’s biggest headache,” 
grumbles the vice-president of the main 
employers’ federation. Some trade union 
Officials agree. “That is why the under- 





ground economy is flourishing,” one of 
them told your correspondent. 

Setting up a business requires the en- 
durance of an El Greco saint and can 
leave you looking like one. It took a food- 
packaging firm in northern Spain 18 
months to get an export licence. A Ma- 
drid artisan had to wait nine months and 
fill in 50 forms to open a shop. 

Many Spanish families have built their 
houses without permits, because building 
the legal way can mean a catch-22 entan- 
glement: the ministry of public works, the 
regional housing department, the munici- 
pal council, the college of architects, tax 
offices and public utilities may all insist on 
seeing each other’s documents before 
they produce their own. Just to obtain an 
electricity meter, an acquaintance had to 
wait for five months, complete a dozen 
forms in duplicate and triplicate, battle 
with four departments and enlist the 
help of a notary and a well-placed 
friend. 

At most public offices, queues, delays 
and short opening hours are normal. One 
would never guess that Spain has more 
public employees (funcionarios) than it 
knows what to do with. It took the newly 
elected Socialist government most of 1983 
merely to compute the size of the civil 
service: around 1.5m. The Franco regime 
had rewarded thousands of its supporters 
with soft jobs in ministries and in the 
official Falangist Party and trade unions. 
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The party and the unions were dismantled 
after Franco’s death, but their staffs were 
absorbed into the public administration. 

Occasionally, inefficiency can lead to 
excessive generosity. A woman whose 
husband died three years ago is still 
receiving his sickness allowance; the au- 
thorities pay no heed when she tells them, 
but she dares not spend the money, 
because some official, some day, might 
order her to pay it all back and fine her. 
More often, inefficiency can border on 
cruelty. Many people have to wait for six 
months to get unemployment benefits or 
pensions. Relatives of victims of a food- 
poisoning scandal in 1980 complain of 
administrative callousness. Thousands of 
former Republican soldiers who were 
disabled in the 1936-39 civil war are still 
waiting for pensions—because of “bad 
administration”, says the prime minister, 
Mr Felipe Gonzalez. 

His government has introduced laws 
intended to modernise the administration 
and the judiciary. Officials are now ex- 
pected to clock in punctually, not to hold 
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a second job, and not to blow smoke in aS 


people’s faces. Mr Tierno Galvan says: 


“Every aspect of the administration is — 


being examined and, if necessary, over- 


hauled. That, in my view, is a revolu- — 


tion.” Meanwhile, however, the Spanish 
ombudsman says he receives more com- 
plaints than his counterparts elsewhere in 


Europe; and the gestorias—agencies on, 


which, for a fee, will handle a citizen's 
dealings with officialdom—expect to con- 
tinue to flourish after Spain joins the EEC. 


EEC: reform 


Starting to wrap up 
the package 


FROM OUR BRUSSELS CORRESPONDENT 


With a bit of luck, the modest reforms of 
the EEC’s Treaty of Rome provisionally 
agreed upon at the beginning of Decem- 
ber should now be safely on their way to 
final approval. On December 17th, the 





Marxism-Lennonism 


FROM A CORRESPONDENT IN PRAGUE 


It was Lennon’s day, not Lenin’s day, in 
Prague earlier this month. A crowd of 
several thousand young Czechoslovaks 
gathered in a square near the Charles 
Bridge to commemorate the fifth anni- 
versary of John Lennon’s death. There 
they chanted a mixture of Lennon’s 
ballads and old Moravian folk songs. 
They also shouted “No missiles are 
peaceful”, a pointed parody of a slo- 
gan—“Our missiles are peaceful’’—put 
out by the Czechoslovak government 
when Soviet missiles began to be de- 
ployed in Czechoslovakia in 1983. 

A small number of policemen looked 
on, waiting. The crowd surged across the 





Charles Bridge and marched into Wen- 
ceslas Square before crossing the Vitava 
river once again and climbing the steep 
hill to President Gustay Husak’s official 
residence in Prague Castle. There the 
young people handed in a petition which 
called for human rights and the removal 
of Soviet missiles from Czechoslovak 
soil. They then dispersed quietly, though 
not before they had thanked policemen 
for their patience and restraint. ; 

The scene on December 8th made a 
sharp contrast with the same occasion a 
year ago, when a smaller number of 
Lennonists and a larger number of po- 
licemen clashed on the Charles Bridge as 
the teenagers chanted Lennon’s lyrics. 
Many of them were arrested that day, 
and several were injured. But this time 
there were no arrests and no violence. 
The police simply looked on. 

Why the change of police tactics? The 
authorities are in a quandary. “Lennon- 
ism” has become a popular cult among 
Czechoslovakia’s disaffected youth. Ev- 
ery evening for the past month the police 
have been painting over the anti-govern- 
ment and pro-Lennon graffiti which dec- 
orate some of Prague’s old walls—but 
the slogans seem to reappear as fast as 
they are covered over. The alternative 
culture of the country’s youth continues 
to gain strength. As one Czechoslovak 
dissident put it: “The regime has no idea 
how to manage them. Force will only 
alienate the young even further.” Have 
the police themselves been listening to 
one of Lennon’s best-known songs, and 
decided to give peace a chance? 





d treaty, They went on to tidy loose 
nds left by the summit, especially those 
oncerning the use of majority. voting 

| of: unanimity) for decisions 
ei at removing barriers to trade with- 


rs. also "inkered: ‘with the sum- 

von: the granting of limited new 

to the European Parliament. The 
liament itself passed a resolution in 
asbourg on December 11th saying it 
uld vote. against the reform package 
ess its say in EEC decisions was further 
ncreased. On most matters, other than 
udget-setting, what the Parliament says 
‘oes largely unheeded. But this time Italy 
as. made its own formal acceptance of 
e Luxembourg reforms conditional on a 


whiff of. power-sharing to the summit 
text, although they left the last word in 
decision-taking firmly with the member 
governments. 

< The ministers, with the notable excep- 
tion of Italy’s Mr Giulio Andreotti, were 
in no mood to go farther. They had been 
angered the previous week by the fact 
that the Parliament had directly chal- 
lenged their authority over fixing the EEC 
budget for 1986. The expectation is that 
the Parliament will now fall in line with 
the reform measures—if not with the 
budget—when it meets in January. That 
in turn would open the way for Italian 
approval for the Luxembourg deal. 


Denmark has said it will agree to the’ 


reforms only if its own parliament lets it: 
But the anti-reform parties in the Folke- 
ting have already let slip their first (and 


Ideas that could move mountains 


FROM OUR BRUSSELS CORRESPONDENT 


With the 1985 harvest gathered in, EEC 
farm surpluses are at record levels. Since 
the community has all but given up on a 
thorough reform of its big-spending com- 
mon agricultural policy (CAP), it urgently 
“needs to find ways of disposing of the 
food that Western Europe's farmers 
ver-produce. Experts at the European 
‘Commission, which. manages the CAP, 
‘ate not short of ideas. Nor are traders 
and lobbyists, always on hand with a 
plan that will melt the butter mountain 
or drain the wine lake in a jiffy. 
The trouble is that most of their 
schemes cost more than the EEC can 
afford. As it is, the community heavily 
-subsidises farm exports to make expen- 
sive EEC food competitive on world mar- 
kets, This brings it into direct conflict 
with other exporting nations—America 
for cereals and poultry, New Zealand for 
butter, Australia for beef and sugar, and 
Argentina for beef and cereals. Anyway, 
dumping cheap food on international 
markets sabotages the developing 
‘world’s efforts to develop its own 
agriculture. 
The cheapest way of getting rid of 
some’ EEC surpluses has been to sell 
them—with the sweetener of a higher- 
n-normal subsidy-—to the Russians, 
‘The ten countries have offloaded large 
chunks. of their butter mountain in this 
_ way. But subsidies for Russia are politi- 
ly unpopular. And the Russians are in 
“any case less interested than usual in EEC 
utter at the moment, ‘since the Soviet 
Union’s own dairy industry has been 
having a good year. 

Beef, however, is another matter. The 
< Russians have let it be known. they are in 
_ the market. The community, nearly fran- 

tic at the size of its beef. mountain, which 
tands at. 760,000 tonnes and is still 


growing, may be ready to do another 
cheap deal. This would be on top of a 
175 ,000-tonne sale to Russia arranged 
earlier this year. So great is the commu- 
nity’s beef surplus that it has had to hire 
cold stores in Switzerland and Austria to 
house it all. 


The Commission is working on a 
scheme to shift part of the cost of sup- 
porting beef farmers from the EEC kitty 
to national budgets in an.effort to limit 
the size of the community's herds. But ° 
the idea is likely to encounter stiff oppo- 
sition from member governments, espe- 
cially from France. It was the French 
who, in the 1970s, invented the present 
system of open-ended price support for 
beef. 

Even if the Russians turn their nose up 
at more EEC butter, the hope is that the 
governments of India, Pakistan, Bangla- 


¿desh and Nepal might take it in the form 


_ of ghee—boiled to make it liquid, which 
is how the locals like it. But the commu- 
nity would have to pay for processing its 
butter into ghee. And the Indian dairy 


nod from the Strasbourg assembly. This is 2 
why the foreign ministers added an extra 


age p si ‘Although the D 
like the references to European union in 

the new preamble, Mr Poul Schliter’s 
government should be better placed to 
get the reform through the Folketing in: 


January, when passions will have had ae 


time to.cool. The pressure to accept the 
revised: treaty will be all the greater if by 
then Denmark is the only country holding 
up agreement, . 

The foreign ministers managed to over- 
come most of the lesser objections. to 
details of the reform programme. France, 
for instance, gave up its opposition to 
majority voting for deregulating air trans- 
portin: the: community. But Britain con- 
tinues to.reject the extension of majority 
voting to social affairs. It does not want to 
be outvoted on legislation which it feels 
could cramp the development of 3 z 
businesses. . ; 


development boar opposes the séheme. 

r would merely shift 
part of ‘the EC's surplus. problem to 
India. A group of West German traders, 
Agro Union, has come up with an alter- 
native scheme to sell an EEC fat-mix . 
(only part-butter}) to the subcontinent, 
where it would compete with imported 
vegetable oils and fats instead of with 
domestic dairy products. 

An Italian, group, Ferruzzi, has pro+- 
duced a scheme for processing-—by Fer- 
ruzzi, of course--the whole EEC cereals 
mountain (up to 15m tonnes a year) into 
ethanol. This ‘would be used as a non- 
pollutant additive to petrol, in place of 
lead. The processing plants would collect 
the same EEC subsidies as if the cereals 
had been exported. 

Even then, producing ethanol from 


cereals is between 25% and 75% more 


expensive than producing it from petro- 
leum-based products, and the gap will 
widen if oil prices fall any lower. More. 
modest schemes from the EEC Commis- 
sion for turning some surplus sugar and 
cereal starch into feedstock for the bio- 
technology and chemicals industry, at 
the community’s expense, moved for- 
ward’ a step when farm ministers dis- 
cussed them earlier in December. 

On current forecasts, the community's > 
grain mountain will amount to. jii a 
tonnes in 1991. Any other, not. too 
expensive, ideas? 


Surplus farm stocks in the ert z 
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1.2m tonnes 
0.5m tonnes 
0.8m tonnes 
12.2m tonnes 
4.6m tonnes 
4.1m tonnes . 
4.8m tonnes 
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3.3 billion litres: 
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Save EEC. Commission and trade estimates 









Face to face with technology Z 


Look beneath the surface of any Saab-Scania 

product and you come face to face with technology. 

Not just in the immediate construction of a car, truck or aircraft, 

but in the long and thorough development which has brought that 
product into existence. Even when times have been tough the Saab- 
Scania commitment to investment in research and development has 
remained constant. 


Over the years the Saab-Scania Group has established a solid 
record of sales, profitability and return on investment in what are 
generally coņsidered tough markets. That record has been achieved 
by a consistent policy of providing high quality, high performance 
products to meet specific demands. 

The Saab-Scania symbol summarizes that experience and ability. 
Combining the elements of our past into a declaration for the future. 


The Saab 9000 
Turbo 16 embodies 
much of the latest 
thinking in car 
design. Advanced 
aerodynamic form, 
high performance 
engine and outstanding 
roadholding mean that it 
is possible to have a 
large luxury car with the 
performance and 
handling of a sports car. 


Building upon lessons 
learnt from our military and 
commercial aircraft, and 
from our trucks and buses, 
the Saab 9000 Turbo 16 is 
supported by the sort of 
technology which wouldn't 
disgrace a space shuttle. 


Saab-Scania AB, S-581 88 Linköping. Sweden. 
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There’s strength in numbers. 


Every one of these patents represents an original idea. A way to advance technology. Allied-Signal is proud 
to say that we own over 25,000 of these patented ideas. With 10,000 more pending. Last year alone, we were 
granted more U.S. patents than any other American industrial company except IBM and GE. 

Allied-Signal is a research leader in such diverse areas as aerospace propulsion and guidance systems, 
automotive electronics, high-strength fibers, high-performance alloys and ceramics, and video graphics. 

And we intend to stay a leader. With our thousands of scientists and engineers working constantly to 

P advance advanced technology. Because one good idea leads to another. 
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from the poor to give to the poor 
_ is not an inspiring activity. Nór is it likely 
to win elections, since the losers and their 


bbies will cry to heaven and the winners | 





stay mum. No wonder Britain’s social 
ices secretary, Mr Norman Fowler, 
met only.a tepid reception for his revised 
_ package of welfare reforms when he pre- 
-sented it to the House of Commons on 








His first. more radical, set of proposals, 
t blished cath June, had alarmed some of 









and’ watch polling day EAT The 
Labour benches, with too much glycerine 
dripping from both eyes to be convincing- 
ly angry, suspected Mr Fowler had of- 
<“ fered them another election tool. Some 

“Tories suspect they are right. 

-The proposals, published in a white 
paper, will be put forward in a bill early in 
1986, and will probably become law early 
next autumn. But it will be April 1988 
~ before most of them are put into effect. 

-They fall into two main parts: the sub- 
“ tantial reform of the state earnings- 
-selated pension scheme (SERPS), and the 
“ -redesign of the main means-tested mea- 
s for income support. Criticism of the 
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earlier set of reforms was focused on the 
first half (and has resulted in the dropping 


of the plan to replace SERPs with compul- © 


sory private. pensions). Now, there may 
be more fuss about the other half, about 
poor people’s income support. 

“Together, the measures save little pub- 
lic spending. The white paper says that 


the reform of housing. benefit will save 


around £450m a year, but the new family 
credit, designed for working families with 
children, will clearly cost more than the 
family income supplement which it re- 
places. The. Institute for Fiscal Studies 
(IFS) at first reckoned that, overall, the 
Savings on income support might be 
£750m a year, a figure used in the House 
by the shadow social security minister, Mr 
Michael Meacher (but later cut to about 
£500m by the institute when it did its sums 
again). Nobody offered a figure for the 
cost to the Treasury, in tax revenue 
forgone, of the. new concessions to en- 
courage individuals to take out money- 
purchase pensions of their own. 

That cost may be large. The most 
interesting innovation in the package is 
the proposal to make available to all 
workers the personal pensions which until 
now have been restricted mainly to the 
self-employed. Mr Fowler has abandoned 
the stick for the carrot. Given the fact 
that (see chart 2) membership of occupa- 
tional pension schemes is probably near 
saturation, at least among middle-aged 
full-time male workers, the best way to 
induce more people to take out private 
provision is to find new ways of selling 
pensions to the least-covered groups. So 
SERPS will be made less attractive, mainly 
by reducing from 25% to 20% the propor- 
tion of earnings on which pensions are 
calculated. And to coax employees to top 
up their state entitlement, personal pen- 
sions will be available from banks, build- 
ing societies and unit trusts; and all em- 
ployees will be able to opt for one, rather 


_ than join their employer’s scheme. 


The pension funds seem happy with the 
change. The more responsible among 
them worry that those who do not belong 
to an occupational scheme now may not 


% of full-time jale employees who 
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find it easy to make a sensitile ches 
between remaining in SERPS, and t 
out private provision; Without the ina 
vation of universal portable pensions, the 
white paper's proposals would look thin: 
no savings until. the tarn of the century, 
and even by 2023-24 (when Mr Fowler 
will be 86 years old), only haif the expec 
ed savings will have come through. 
The main debate is likely to be ov 
immediate, not the distant, future. ’ 
are four main changes: ` 
@ Supplementary. benefit: This mei 
tested safety-net for the poorest l 
replaced by “income suppor 
pay premium rates to fat 
parents, the sick and disabled: The pre 
ums are supposed to cover the 
allowances which used to help with 































single payments for things i 
and bedding will be. abolished. I í 
there willbea : 

@ Social fund, cashslindited; able tom 
small grants and loans at the discre 
the local officer: The cash limit, the lac! 
of appeal, and above all, the. end 
idea of entitlement to benefit will 
controversial. 
@ Family credit will replace the prese ! 
family income supplement, which is paid 
directly to mothers of poor families with 
parent in work. The new credit will | 
paid, usually to fathers, through the waj 
packet. Assuming that 60%- of tho 
eligible for it actually take it, the ne 
credit will go to some 400,000 families 
twice as many as. get family income 
supplement: : 
@ Reforming housing benefit has ' 
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Mr Fowler more trouble than any other 
part of the income support package, for 
two reasons. First, the prime minister has 
insisted that everybody, including the 
unemployed and pensioners, should pay 
20% of his or her own bill for local- 
authority rates. Some other benefits (like 
family credit) have had to be increased to 
make sure that some losers are compen- 
sated. Secondly, Mr Fowler's original 
proposal to withdraw benefit at the same 
speed from tenants and from owner- 


We'll get more, provided Dad is earning more than £100 a already l 
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occupiers would have hurt occupational 
pensioners who own their homes (and 
often vote Conservative). To protect 
these pensioners, but keep savings from 
housing benefit intact, Mr Fowler will 
withdraw benefit that helps with rates 
payments more slowly than benefit that 
helps with rents—thus leaving some of 
the poorest pensioners, in council houses, 
worse off. 

Unlike the consultative paper pub- 
lished in June, the white paper offers 


Supply-led demand 


Whether economies get worse or better, 
economists multiply. And with them 
their journals. This year has seen the 
launch of two new ones: the Oxford 
Review of Economic Policy, edited by an 
assortment of dons and published by 
Oxford University Press; and Economic 
Policy, an Anglo-French product spon- 
sored by the Centre for Economic Policy 
Research in London and by the Maison 
des Sciences de l'Homme and the Ecole 
des Hautes Etudes en Sciences Sociales 
in Paris. 
| Both aim to fill a gap in the market 
between highly technical economic anal- 
ysis, which has a limited readership, and 
the financial press, widely read but giv- 
ing little space to developments in eco- 
nomic research. The new journals’ edi- 
tors believe economic analysis is getting 
out of touch with policy issues. In 1900, 
the Economic Journal of the Royal Eco- 
nomic Society could be read by intelli- 
gent laymen. Now, anybody who dares 
to venture beyond tantalising titles such 
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as “Tests of Intra-urban Central Place 
Theories” will usually find pages of 
equations on abstract methodological 
problems. The newcomers provide in- 
stead a non-technical overview of the 
latest theoretical developments and of 
empirical research directly relevant to 
policy issues, intended to be intelligible 
to the non-specialist. 

Neither journal has any particular ide- 
ology, unlike journals such as the re- 
views of the National Institute of Eco- 
nomic and Social Research (NIESR)or the 
Institute of Economic Affairs, closely 
associated with a particular school of 
economic thought. 

Where the newcomers part company is 
price. The Oxford Review, a straightfor- 
ward publishing venture that has to pay 
its way, costs a company £45 (half price 
for an individual) for its four issues a 
year. Economic Policy (two a year), 
being subsidised by private foundations 
and companies, can charge only £16, 
despite its costly editorial process. Tradi- 


illustrative figures showing who will be 
the main gainers and losers (chart 1 on 
previous page). From these, it is clear 
that Mr Fowler has only partly achieved 
his aim of directing cash to those in 
greatest need, “notably low-income fam- 
ilies with children”. The figures show that 
pensioners and childless people will lose 
money; the sick and disabled and single 
parents will gain; and working families 
with children will gain more than unem- 
ployed families with children. 

Further analysis by the IFS suggest that 
the few working families with very low 
incomes (like £80 a week) may actually be 
worse off as a result of the changes, 
though those with more typical incomes 
of £100 to £120 a week will do better. 
Unemployed families will only be better 
off if they are not now very dependent on 
the battery of special allowances an? 
payments which are being merged int 
income support or the social fund. 

Mr Fowler has also thought of a way to 
get rid of the highest marginal tax-cum- 
benefit rates, which today leave 70,000 
poor people poorer when they take bet- 
ter-paid work. But the cost will be an 
increase of 410,000, to 890,000, in the 
poor households who lose between 70 and 
90 pence of every extra pound they earn. 
Not much for incentives there. 

Whether some people are really worse 
off under the new scheme will depend on 
how generously welfare benefits are in- 
creased between now and its implementa- 
tion in April 1988. One result of carrying 
out the reform while an election cam- 
paign starts up is that benefits are much 
more likely to be raised by a vote-buying 
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tional journals such as the Economic 
Journal print articles virtually as submit- 
ted. Economic Policy is modelled on the 
American Brookings Papers. All articles 

are commissioned and—unusual in aca- 
deme—authors get paid. Papers are | 
scrutinised by a panel of 20 leading 
economists from eight countries, and 
heavy re-writing alters both style and 
substance. The highlights of the panel | 
discussions are published too. 

The Oxford Review needs between 
750 and 1,000 subscriptions to break 
even and has set its sights on 2,000; 
Economic Policy hopes for 5,000. That is 
quite a target: the NIESR Review's sub- 
scriptions have slipped from a peak of | 
5,000 in the 1970s to 3,500, partly as 
government spending cuts have f 
squeezed public-sector library budgets, 
partly because a company that previous- 
ly took two copies now often buys only 
one and unlawfully photocopies what 
interests it. The Economic Journal, 94- 
year-old grandfather of the brood, 
though it still enjoys prestige among 
academics, has seen its subscriptions | 
decline from a peak of 8,000 to 6,500. | 
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Not yet household names 


The faces are changing at the top of 
Britain’s three largest trade unions. On 
January 1st, Mr David Basnett is re- 
placed as general secretary of the general 
and municipal workers (GMB) by the 
Oxford-educated Mr John Edmonds, 
aged 41. Last July, after dealing with a 
ballot-rigging scandal with a forthright- 
ness which left his reputation enhanced, 
Mr Ron Todd became general secretary 
of the transport union. By March, the 
presidency of the engineering union 
(AUEW) will be decided. Mr Terry Duf- 
fy’s successor will almost certainly be the 
boyish-looking Mr Bill Jordan (in fact 50 
in January). He it was who, during the 
crisis at Blackpool last September, when 
the engineers were almost expelled from 
the Trades Union Congress (TUC), stuck 
close behind the shoulder of general 
secretary Mr Gavin Laird, persuading 
many television viewers that he was Mr 
Laird’s youthful assistant, or perhaps his 
son. Mr Edmonds, for his part, helped to 
defuse the Blackpool crisis by unobtru- 





Educated Edmonds, boyish Jordan, forthright Todd 


sovernment. So although more people 
may think they will lose as a result of Mr 
Fowler’s changes than is really the case, 
far fewer people will turn out really to be 
poorer by the time the proposals come 
into force. 


Trade unions 
Electric antics 


In the very week that the TUC backed off 
from its threat to expel unions which 
accept government cash to pay for bal- 
lots, one of its committees has been 
studying a paper suggesting that single- 
union agreements should be banned. 

At least this issue is a real one. Indeed, 
to some extent it lay behind the fuss over 
state cash; the electricians’ union (EETPU) 
had made many on the left eager to expel 
them, by signing deals which not only rule 
out disruption, but which deny bargaining 
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sively nudging his boss, Mr Basnett, 
away from precipitate confrontation. 

Mr Todd and Mr Edmonds, both Lon- 
doners, have developed a tolerable 
working relationship. Their differing 
personalities sometimes make them ap- 
pear politically further apart than they 
really are. But neither the fierce work- 
ing-class sentimentality of Mr Todd (a 
big heart for the miners, faith in the 
traditional “mass democracy” of branch 
meetings) nor the unglamorous intellec- 
tualism of Mr Edmonds (tackle the em- 
ployers by challenging their figures; if 
you are starting disruption, make sure it 
is supported and organise it methodical- 
ly) will find itself in natural harmony 
with Mr Jordan’s quiet abrasiveness. 

In the 1970s, these three new bosses 
would soon have become household 
names. But that was in the days when 
unions paced the corridors of power. Mr 
Basnett is one of the last remaining 
barons from the group which wheeled 
and dealed with Mr James Callaghan’s 





rights to rival unions. Most unions have 
some single-union agreements. The dif- 
ference with the EETPU’s deals is that it 
reaches them even when, as at Hitachi in 
South Wales, other unions are already 
represented at the plant. 

The electricians’ antics are causing a 
fresh flutter in the printing industry. They 
already have a single-union agreement 
with Mr Eddy Shah, whose new national 
newspaper will be launched in March. 
Now they want to represent workers at 
Mr Rupert Murdoch's new evening news- 
paper, the Post. But they are entering 
unexplored territory: Mr Murdoch’s in- 
terpretation of a no-strike agreement 
(sack anybody who does) is entirely dif- 
ferent from the EETPU’s, which it says is 
intended to prevent major grievances 
through promoting better understanding 
at the workplace. The terms that EETPU 
has claimed are prerequisite for a no- 
strike agreement—the same conditions 
for white-collar as for blue-collar work- 
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Labour government. Within the union 
movement, too, the big unions which 
have traditionally been most powerful 
may well become less so. 

Underlying the left-right split in 1985 
has been a belief among the right’s 
leading stars, the electricians (EETPU), 
that things are swinging their way, as 
they concentrate their recruitment ef- 
forts on electronics companies. The big 
general unions, particularly the GMB, 
have responded to declining member- 
ship by merging with smaller unions in 
dying industries. This cannot go on for 
ever. Unless manufacturing industry re- 
vives (and unless the present shift to 
non-union manufacturing is reversed), 
the big blue-collar unions will see their 
influence continue to decline. 

That will suit Mr Eric Hammond, the 
electricians’ general secretary. A less 
brash, more thoughtful man than his 
predecessor, Mr Frank (now Lord) 
Chapple, Mr Hammond has been in his 
job since 1984, and has been more influ- 
ential on the direction unions are taking 
than the other newcomers at the top. He 
has staked his union's future, not on a 
straightforward Commie-bashing line, 
but on a new approach to industrial 
relations. 

His union has been reaching agree- 
ments whose stated intention is to avoid 
disruption, and whose further, unstated, 
aim is to stimulate EETPU membership by 
persuading management that this is the 
union which it is in their best interests to 
recognise. All the same, Mr Hammond 
does not eschew populism, and considers 
the rugby club he visits of a Saturday a 
good testing ground for his opinions. 
Those who deal with Mr Hammond find 
him difficult to fathom. “He’s a pirate”, 
said one industrial relations professional 
recently. 





ers; employee involvement in decision- 
making—do not appear to be on offer 
from Mr Murdoch. 

If Mr Murdoch thinks he is talking to a 
tame union, he would be advised to cast 
his eyes towards another part of the 
media. The EETPU was still in dispute this 
week with the independent television 
companies over night-shift duties and the 
employment of contract labour. What is 
more, the union has secured an 86% vote 
in favour of disruption through one of its 
specialities—a postal ballot. 


Local government 


Bubbly Baker 


They broke out the champagne at the 
Department of the Environment on De- 
cember 12th, when the law lords threw 
out a challenge by Bradford and Notting- 
hamshire to the government’s system of 
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financing local authorities. The reason? 
The ruling opened the way for the annual 
Rate Support Grant report to be present- 
ed to parliament six days later. Had the 
case gone the other way, the environment 
secretary, Mr Kenneth Baker, would 
have been considering retrospective legis- 
lation, instead of looking forward to a 
further rise in his stock. 

Optimists at the department claim that 
the new settlement represents at least the 
beginning of the end of the government’s 
six-year-long battle with local authorities. 


The mechanisms to control local spending 
are now, they argue, in place. The 1986- 
87 report hardens up the provisional 
figures announced in the summer and 
autumn. Central government will be 
shelling out £11.8 billion to local authori- 
ties in England and Wales, much the 
same total as in 1985-86. The authorities’ 
total current spending is expected to 
come to rather over £25 billion. 

The main new feature next year will be 
that local authorities will not have expen- 
diture “targets” —mainly set by reference 
to their past spending—for the breach of 
which they lost central government grant. 
Instead, their grant will be based entirely 
on assessments of what Whitehall (with a 
bit of political stroking of the numbers) 
thinks they “need” to spend. Those 
spending more will have their grant re- 
duced. So Mr Baker has got rid of the 
main objection of Conservative authori- 
ties to the old system: that they could be 
penalised for spending below their as- 
sessed need, but above their target. 

Twelve authorities will have ceilings set 
on the amounts they can spend, and be 
told the maximum levels of rates which 
they may levy. The joint boards that are 
taking over many of the functions of the 
Greater London and metropolitan county 
councils, to be abolished on March 31st 
will have similar ceilings. In the 1984-85 
financial year, this rate-capping led to a 
big fight between central and local gov- 
ernment, which ended with an ignomini- 
ous defeat for Labour-controlled inner- 


An end of term report 


Last month the snooker star Mr Steve 
Davis returned to his old school, Abbey 
Wood, near Woolwich in south London, 
to play students in a fund-raising snooker 
match. He did not know that his visit was 
poy the only “extra” the students 
had.all year. As the teachers’ pay 
dispute has dragged on, teachers at Ab- 
bey Wood have cut out all the extras, 
and some of the teaching too. 
Abbey Wood is a sprawling, modern 
and usually cheerful school. Though less 
than 15% of its 900 predominately white, 


working-class pupils go on to higher 
education, that percentage has been 
creeping up of late, as have exam results. 

The pay dispute is making it hard for 


Mrs Christine Whatford, the head- 
teacher, to preserve those gains. Earlier 
in the dispute, ten-minute strikes every 
few hours threw the school into chaos. 
Mrs Whatford, who unlike most heads is 
a member of the National Union of 
Teachers (NUT), worked out a way of 
minimising disruption and spreading the 
effects of the strike equally among all the 
students: every class except the sixth 
form is kept home one day each week. 


Other teachers share her aims. Mr 
Vincent O'Mara, the head of the sixth 
form, defies union policy, as do most 
teachers at Abbey Wood, by advising 
students about university admissions and 
academic work, and by writing refer- 
ences for school-leavers—in his own 
time. But he has abandoned out-of- 
hours trips and sports supervision, 

Mr Alan Clinch and Mr Gordon Mar- 
tin are old sparring partners. The first, in 
jeans and plimsolls, is the NUT represen- 
tative; the second, in jacket and tie, 
represents the more conservative Assis- 
tant Masters and Mistresses Association 
(AMMA). Both are unhappy with their 
pay. Mr Martin remarks that his pay is so 
bad that his wife has to work; Mr Clinch 
says that one teacher is receiving family 
income supplement, and almost all are 
moonlighting to make ends meet. Abbey 
Wood teachers work as examiners, teach 
evening classes, work in pubs, and be- 
come secretaries during the holidays— 
for wages higher than those they earn as 
teachers. It is hardly surprising, says Mr 
Clinch, that applications to teacher- 
training college are down 25%. 


city authorities. Things have been much 
quieter this year; seven of the 12 rate- 
capped authorities have even been pre- 
pared (as none was last year) to dignify 
their punishment by asking Mr Baker to 
modify it. 

All this and the law lords too make Mr 
Baker a lucky politician. But he will not 
have an easy new year. A Green Paper 
setting out reforms of the whole system of 
local government finance is expected to- 
wards the end of January. Its hallmarks 
are meant to be an increase in the ac- 
countability of local authorities and sim- 
plification of the grant system. But no- 
body is so sure of what is in it, or the 
reception it might have in parliament, as 
to order yet more bubbly. 


The Telegraph 
New hands 


One of the last family-owned newspaper 
groups in Fleet Street has passed into the 
hands of a Canadian businessman, with 
the sale of the Daily Telegraph group by 
its chairman, Lord Hartwell. It followed 
six months in which the group lost £16m 
excluding capitalised interest, of which 
£6.7m was on trading alone. This com- 
pared with a forecast profit for the period 
of £5m. 

Unlike most Fleet Street titles, the 
Telegraph group has no conglomerate 
resources to fall back on in hard times—a 


One of the strike’s few blessings, claim 
some teachers, has been better teaching. 
All the 27 years she has been teaching, 
Mrs Diana Page, an English teacher, has 
spent her lunchtimes, evenings, week- 
ends and holidays preparing and mark- 
ing lessons, and doing extra work with 
the students. Without those activities, 
she has far more energy for teaching; she 
does not look forward to taking on extra 
responsibilities again. 

The strike also appears to have 
brought out the best in Abbey Wood's 
students. Though their parents have 
been surprisingly quiet, the children 
seem genuinely worried about their fu- 
tures. Most are taking home the extra 
work teachers offer them. One fourth 
former, Karl Hebblewhite, has started a 
petition in support of the teachers. He 
hopes to get 600 students’ signatures 
before he sends it to the education 
secretary, Sir Keith Joseph. Karl once 
planned to go to university and become a 
teacher, but since the dispute he has 
thought again. “I would not want to 
suffer the way they have,” he said. Did 
he mean the low pay and long hours? 
“No—they suffer because they worry so 
much about what the strike is doing to 
us. A lot of guilt.” 
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point of which Lord. Hartwell used to 
make much: of in. his (very) occasional 
battles with the papers’ unions. Though 
the company has traded at a loss in the 
= past, the last straw has been the £104m 
cost of new printing works in Manchester 
and a new technology plant i in London’s 
Docklands. 
: Both ventures seemed extravagant by 
y comparison with the investments being 
mei made by rivals like Mr Rupert Murdoch 
r Eddy Shah. Potential backers 
i deeply sceptical of the existing 
| Management’s ability to secure 
on the investment. 
ew owner, Mr Conrad Black, had 
ready acquired 14% of the equity in the 
mmpany last May and has now injected 
-= £30m- of cash to take control and let the 
“lew investment proceed. Mr Black thus 
-<= follows- Lord Beaverbrook and: Lord 
-= homson:as transatlantic. custodians of a 
= significant slice of Fleet Street. The Daily 
Telegraph, despite its rapidly declining and 
aging readership, still has Britain’s largest 
Mes quality daily sale. At 1,200,000 it outsells 












allits rivals, The Times, the Guardian and - 


ae the Financial Times, together. 
Mr Black has left the Telegraph’s man- 
agement in no doubt of the drastic mea- 
sures needed to stem the losses. He has 
brought in Mr Andrew Knight, at present 
editor of The Economist, as chief execu- 
tive. Lord Hartwell retains the role of 
chairman and editor-in-chief of the daily 
and Sunday titles. 


General Household Survey 


~ Sick, sterilised and 
edentulous . 








| very year since 1971 clipboard-bearers 
“ working for the government have tried to 
peek into Englishmen’s castles (24% of 
» which are now Englishwomen’s castles). 
~. The latest General Household Sur- 
oe vey—based c on a sample in 1983—betrays 
a new: inquisitiveness about the nation’s 
-< toothlessness (more than a quarter of 





Britons have no teeth), its contraceptive ` 
practices, its mortgages and pensions, 


and its ethnic mix. 


Some 4% of people in. Britain are 


_ classified as coloured. Crudely speaking, 
-whites.are older than blacks. While nearly 

< two-fifths of whites. are over 45, only 21% 
of West ‘Indians, 15% of Indians and 12% 
of Pakistanis and Bangladeshis are. Paki- 

~ $tanis and Bangladeshis are the youngest 
group: more than half are younger than 
16. Most of Britain’s coloured people will 
soon have been born in Britain. Already 
48% of those. with West Indian back- 

` grounds were born in Britain; so were 
43% of Pakistanis and Bangladeshis and 







































whose aaben lrk somewhere be 
clerks and managers—who are most 
ly to do some sort of voluntary wo: 
Bingo is the least classy pastime: ‘all th 
way through the seven socio-economi 
grades, the lower the status the mor 
people play bingo. But professionals like 
a gamble too: they are more likely to do 
the football pools than to have ad 
Babies (how many, to whom, an 
not to have them) are hardy perei 
for the statisticians. The number of chi 
dren a woman has depends, as much 
did 30 years ago, on her educat 
qualifications and socio-economic stat 
A woman whose father was a man 
worker will have mor: 
whose father was not. F 
the more exams a won 
fewer children she wi 
children a woman h 
likely she is to have been sterilise 
have a sterilised partner (overall there 
as-many sterilised men as there are ste 
lised women). Thus, as might be expec 
ed, those with few educational qualifi 
tions are more likely to be sterilised. 


33% of Indians (and 97% of whites). 
Whatever the colour of their skins, 
people may be getting iller. The propor- 
tion of people who say they have a long- 
standing illness has risen. slightly since 
1980 (to 31% of men and 33% of wom- 
en). But this increase in self-reported 
sickness may reflect ever-higher expecta- 
tions of health, rather than a greater 
incidence of ailments, When:they are not 
worrying about their health, Britons oc- 
cupy their leisure time much as they have 
done since the household survey began, 
each according to his or her socio-eco- 
nomic group. There are strong correla- 
tions between what people do at work 
and what they do at play. Those in the: 
professional stratum are the busiest. They ` 
are.more likely than any other group to 
garden, enjoy do-it-yourself ‘tasks, read 
books, listen to the radio, play games of 
skill and go out for a meal or a drink. 
Only full-time students do as much enter- 
taining and visiting as professionals. The 
rich may, in theory, have more time for 
charitable activities, but in practice it .is 
the “intermediate. non-manual” group— 






... but happy, all the same 


World Happiness League. 
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% of people in Britain who are: 
79 






\, very happy 








not very happy 











Age groups 
16+ 20- 25- 30% 35- a 55- 65+ 
19 24 29 34 44 64 
Source: Gordon Simmons Research 
















Source: Gallup Poli 










spectrum, these are the hard-core: ha: 
pies. Then: Filofax gives way to father 
hood. From their mid-thirties on, aroun 
one Briton in seven admits that som 
clouds blot out life’s sunshine. In all, 
adults reckon they are unhappy, tl 
main fears being unemployment, t 
little. money, ill-health and the arms: 
race. Family problems also loom large. 
That still leaves Britain ranking third 
in the World Happiness League, beaten 
only by the northern and southern Irish; 
who are united, if not by politics, at least 
by their congenital cheerfulness. On av- 
erage Britons are almost four times ha 
pier than the wealthier West. German 
lying in twentieth place, How. about 
Happiness Harmonisation as a new goal 
for.the Common Market? a 


It may-come as a surprise to discover that 
the average Briton lives a life of carefree. 
contentment. Yet'two recent surveys by 
London-based. market research organi-. 
sations suggest that this may be so. Their 
work has allowed the construction of a 
new indicator of the state of the nation’s 
well-being: the Happiness Index. 

The findings speak volumes for the 
stuff of which Britons are made. Never 
mind that some 13% of the (would-be) 
working population is out of a job. Care 
not about inner-city decay. Nine out of 
ten Brits are pretty content with their. 
lot. 

Happiest of all, according to the In- 
dex, are the young professionals. In their 
late twenties, married, mildly religious 
and rather to the right of the political 














































BRITAIN 


DOMESDAY BOOK 





900 years on 


The five millionth document was filed in London’s Public Record Office 


this year; document number one is the 


Domesday Book. That is one 


aspect of the remarkable continuity of English life. These two pages 
look at another: the pattern of ordinary life before the growth of industry 


changed the world 


The word Domesday really does come 
from “doom”, in the sense of final judg- 
ment. It was the nickname that the con- 
quered and fearful English gave to Wil- 
liam I's extraordinary attempt to set down 
on paper the details of all the land and 
some of the people and customs in their 
kingdom. Nothing like it was to be at- 
tempted in Europe for another 750 years. 
It is the nearest thing to a description of 
everyday life at the beginning of Britain’s 
continuous history. 3 

Something of the world it describes has 
survived the passage of years, in a scatter- 
ing of relics that range from the whimsical 
to the bureaucratic. The whimsical in- 
clude the bee hives mentioned in the 
village of Marlesford, in Suffolk, as pro- 
ducing honey for rent to the landlord; 
hives are still there and the landlord is still 
getting his 12 jars of honey as part- 
payment towards the annual rent. The 
main bureaucratic survivals, the county 
boundaries, did not quite make it into the 
1980s because of the reorganisation of 
local government in 1974. Until then, 
though, they had hardly 
changed during 888 years. 

Though the Domesday survey 
itself was a vast undertaking, 
everything about the world it 
describes was, by our standards, 
impossibly tiny. There are 
12,000 settlements in the 
Domesday book, nearly all still 
inhabited, and the average num- 
ber of people in them was prob- 
ably less than 100. The largest 
town was Norwich, where 5,000 
people lived (though Domesday 
misses out many towns, includ- 
ing London, and Winchester, 
which was then the capital). 

The miniature scale of 
Domesday life survived almost 
unscathed for 750 years. When 


44 





the survey was being compiled, the old 
cathedral of Winchester was the biggest 
man-made object in the country; the 
cathedrals remained the largest buildings 
until the nineteenth century. As late as 
1800, three-quarters of Englishmen and 
women lived in villages of between 50 and 
500 surrounded by green fields—iittle 
different in scale from their Domesday 
ancestors’ communities. 

Though it survived so long, this was— 
to steal the title of the best book on the 
subject—‘‘The World We Have Lost’’*. 
The family, the core of people’s lives in 
pre-industrial England, was remarkably 
different then from now, not in its size or 
composition, but in the way it worked and 
what it stood for. It was also different 
from family life in the peasant societies of 
the third world today. 

That poses a problem, for the Domes- 
day Book itself tells us little about the 
family. It is an account of land areas, 
property ownership and tax values, not a 
census. But records do exist. Mr Peter 
Laslett runs the Cambridge University 
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Winchester cathedral in 1836: a giant's twilight 
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Group for the History of Population and 
Social Structure. The discoveries made by 
the group from such humble sources as 
parish registers, tax returns and records 
from ecclesiastical court cases are tran- 
forming the study of history. 

True, most of their conclusions refer to 
the fifteenth century onwards. But they 
are extraordinary in their detail. Mr 
Wrigley and Mr Scofield have worked out 
what England’s population was for every 
year since 1541 (see chart). Mr Richard 
Smith, who has studied the scraps of 
medieval evidence, thinks that much in 
the later documents probably holds good 
for the whole of pre-industrial England. 

Most of what follows therefore leaps 
back and forth between 1086 and the 
eighteenth century as if it does not mat- 
ter. The excuse is that it hardly does. The 
ordinary lives of English people in 1084 
almost certainly had far more in commo 
with the England of 1800 than that Eng- 
land had with our own age. 

There are three main characteristics of 
the pre-industrial world: the size of the 
family, the age of marriage and the role of 
servants. All have been misunderstood. 
Start with the most obvious mistake: 
about the age of marriage. 

My child is yet a stranger in the world 

She hath not seen the change of fourteen 

years 

Let two more summers wither in their pride 

Ere we may think her ripe to be a bride. 
Capulet says this about his daughter Ju- 
liet, and she was not willing to wait even 
that long. Most people still think that 
people in pre-industrial England got mar- 
ried at Juliet’s age. Yet every record 
studied shows this to be false. The usual 
age at which women married before 1800 
was around 24; men married at about 28. 

People married late. They also die” 
early. In the village of Colyton in Devor 
average life expectancy between the six- 
teenth and eighteenth centuries varied 
from 35 to 45 years. That average includ- 
ed those who died in the danger- 
ous first year. Anyone who sur- 
vived infancy might live to 
around 50. 

The late age of marriage 
meant that families were small. 
It is not true that women in pre- 
industrial England would have a 
baby a year, as, for instance, in 
parts of present-day Africa. 
Births seem to have been spaced 
widely. Most couples had two or 
three children. 

Just as today, the rule was: 
one family in one household at a 
time. If a man married at 25 (ie, 
slightly younger than average), 
he could expect to live another 
25 years. That would usually 
mean his children would have 
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Tight hundred year of stability 


Population of England 


Sources. Wrigley & Scofield; Chambers orcs 


- only just become of marriageable age 
hen he died. Few married couples lived 
with their parents, because their parents 
were often dead by the time their children 
married; few children saw their grandpar- 
ents. In 1688, in the Nottinghamshire 
village of Clayworth, there was only one 
grandchild out of a population of 400. 

In England, in 60 or so communities 
studied in the sixteenth to eighteenth 
centuries, over 70% of people were living 
in simple family groups; only 4% lived in 
households with more than one family. 
That may not sound surprising. But in 
other parts of Europe, the pattern was 
quite different. In a serf village in eigh- 
teenth century Russia, only 7% of the 
population were living in simple family 
groups and over 70% with other families. 
This pattern—two or three families living 
together in one house, presided over by 
an aged patriarch—seems to be charac- 
teristic of Asian countries, just as the 
“imple family group was of northern Eu- 

ope. The two worlds could hardly have 
been more different. In England, a quar- 
ter of married people were living alone 
and three-quarters with just their chil- 
dren; nearly two-thirds of Russians lived 
their lives in households which contained 
three generations. 

The English family was not a private 
affair. Because the home was everyone’s 
workplace, the family was the building 
block of the economy. When a son or 
daughter married, they left home to set 
up a household of their own. If they could 
not do this, they could not get married: it 
was as simple as that. People had to wait 
before they were allowed to marry, by 
local custom or economic circumstances. 

The contrast with modern Britain, 
where a fifth of all households have only 
one or two people in them, could hardly 
be sharper. People in Domesday England 
mattered not as individuals but in as much 
as they were members of families. The 
heads of those families—usually, married 
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men over 30—mattered most. And those 
who mattered most of all were the heads 
of the most important families. Indeed, if 
the word “England” meant anything at 
the time of Domesday, it meant the 
nobility. That is why the Domesday Book 
is largely a list of the nobility and their 
property. The nobility was everywhere, 
present in one village in 40. A few hun- 
dred Norman warlords controlled over 
half the land of England. 

In industrial England, social and eco- 
nomic links often run horizontally: a car 
worker in Oxford has more in common 
with his fellow worker in Dagenham than 
with the boss at his Oxford plant. Before 
the coming of industry, links ran vertical- 
ly. Everyone was bound to those above 
them by ties of service. “Anyone who 
defied the king’s request to work on his 
buildings”, says the Domesday survey for 
Hampshire, “or to send harvesters for 
one day in August to cut the king’s corn 
was fined 2d”. Customs like this retained 
the force of law for centuries. 

Service was not owed only to the rich- 
est. Before 1800, it was rare ever to finda 
community with no servants in it. A third 
of all English households seem to have 
contained servants, which meant that 
quite poor people kept them. 

For service was not just a job: it was a 
stage in people’s lives. Over 70% of all 


servants wete younger than 25—or below 
the average age of marriage. It was al- 
most unheard of for servants to be mar- 
ried. A boy or girl born in a cottage would 
leave home some time before the age of 
ten. They would usually work as a ser- 
vant, though rarely all the time in the 
same household, until they were allowed 
to marry. That might take 20 years. When 
the expectation of life was 50, half of a 
person’s adult life might therefore be 
spent working, for little more than their 
keep, in someone else’s family. 

The coming of industry, and of the 
town, destroyed this world, Today, a 
third of Britain’s population lives in one 
of the country’s seven great urban 
sprawls, which between them cover less 
than 3% of the land area. Because mod- 
ern Britain is so different, we have be- 
come both sentimental and cynical about 
the past—hankering after a world we 
wrongly think was uncomplicated yet mis- 
understanding its social arrangements as 
simple brutishness. Yet the vast majority 
of English men and women before the 
coming of industry led lives determined 
by strict and complicated customs. Only 
now has the lonely crowd of city and 





suburb become the generality. 

*“The World We Have Lost”, by Peter Laslett. Methuen. The 
Domesday Book will be on display at London's Public Record 
Office from April 3rd, 1986. 


“In Louth, the Bishop of Lincoln had 12 ploughlands taxable. The bishop now 
has in lordship 3 ploughs. 80 burgesses. One market at 29 shillings. 40 


freemen and two villagers; between them, they have 13 ploughs. 13 mil 


pay 


60 shillings. 2 knights have 2 ploughs and meadow, 21 acres. Woodland, 
pasture in places, 400 acres. Value at the time of Edward the Confessor, 


£12, now £22. Exactions £3”. 


That is the Domesday entry (edited and translated) for Louth, a market town 
in Lincolnshire. A ploughland, roughly 120 acres, was the main unit of land; 
burgesses were wealthy townsmen; freemen and villagers were peasants of 


high and middling status. 


It is a good example of Domesday entries. The main point of the survey was 
to organise the raising of the king’s taxes. But it was more than just a list of 
what the great landowners held and the people who held land from them. 
Louth lies on the edge of the Lincoinshire Wolds, whose rich farmland made 
the county the second most heavily populated in the kingdom after Norfolk. Its 
economy would have centred on the market and the 13 grain mills. And the 
entry gives an indication of the town’s population: with the 123 townsmen and 
peasants mentioned, and their families, plus a small number overlooked, 
Louth must have had a population of about 600. 
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TELECOM 


EARNINGS UP 
EXPANSION CONTINUES. Mi 



































Half year ended 30 September 1985: 
m Turnover up 10% 


m Profit before taxation up 22%"* 
m Earnings per ordinary share up 12%* 
a Interim dividend 3.0p per share 


“After adjusting for changes in capital structure in 1984 


Investing for growth — 


: The unaueed figures above äre extracts from the interim report, a copy of which may be obtained by telephoning LinkLine 0345 010707 
_ (local call. charge only within UK) or London 01-356 6863, or writing to Hugh Merrill, Investor Relations Manager, Investor Rel lations Office, 
_ British Telecom Centre, 81 Newgate Street, Landon ECA 7AJ. 
For. daily information on the British Telecom share price, dial Shareline on one of the numbers given below. i 
Belfast (0232) 8030. Birmingham 021-246 8056 Bristol (0272) 215444. Cardiff (0222) 8037 Edinburgh 031-447.0333 
Glasgow 041 -248 4400 Leeds (0532) 8038 Liverpool 051-488 0797 London 01-246 8022 Manchester 061-246 8050. 








NEW PATHS FOR SOCIALISM 


ae 


Pensive in West Germany, Rau; in France, Rocard; in Britain, Kinnock 


Socialists are thinking again 


After ten years in eclipse, hopes are brightening for democratic 
socialists in Western Europe. The glimmer of better election chances as 
conservatives tire is an obvious reason. But a deeper and more 
intriguing one is a fresh optimism that comes from acknowledging past 
errors and dropping old certitudes. This rethinking by socialists has not 
yet gone far enough to make them the “natural party of government” for 
ihe 1990s. But neo-socialist (with a small “s”) ideas are bubbling up, 
which could offer voters a genuine alternative to neo-conservatism 


Parliamentary socialists—meaning that 
broad tribe of centre-left and mainly West 
European parties that confusingly call 
themselves Socialist, Labour or Social 
Democratic—are starting to get back 
their confidence after a decade of intellec- 
tual and election defeats by the right. 
This steadying of the nerve has three 
main causes. First, and least interesting, 
the party pendulum. Socialists in opposi- 
tion (Britain, Holland and West Ger- 
many, for example) have at least reason- 
able hopes of returning to power within 
the next three years. Most socialists in 
office look set to stay for a while (Spain, 
Greece and, up to a point, Italy). Even in 
France, where the pendulum is swinging 
against them, the Socialists have estab- 
lished themselves as a serious party of 
government. If, as now seems likely, they 
lose next March’s parliamentary election, 
they will return to opposition confident 
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that they will not have to wait another 23 
years before taking office again. 

Second, the economic and social land- 
scape. Now that the neo-conservative 
cyclone of the late 1970s and early 1980s 
has spent some of its force, West Euro- 
pean socialists are peering out of their 
shelters to see what has and has not 
changed. To their puzzlement, much is 
recognisably the same, despite the neo- 
conservatives’ avowed wish to shackle the 
state. Although many formerly state- 
owned companies are now in private 


hands, governments still control plenty of 


others (see special section on Privatisa- 
tion). Governments have trimmed social 
services, yet the welfare state endures, a 
grumbled at but popular fixture. 

State spending in Western Europe as a 
share of GNP was at an average of 50% in 
1985. Many socialists accept that this 
cannot be allowed to rise much further, 





and that without unexpectedly rapid eco- 
nomic growth in Western Europe middle- 
class voters will prevent them from ex- 


panding the  big-spending social 
programmes of the past. Yet even though 
government spending in Europe may 
have levelled off after rising’ from just 
under 35% two decades ago, pensions for 
the growing number of elderly Europe- 
ans, payments to Europe’s 18m-20m un- 
employed and servicing government debt 
will make that 50% very difficult to cut or 
even to control. 

In Britain, France, Italy, Sweden and 
West Germany 50-58% of all earners had 
to rely four years ago on the government 
for their primary income (meaning the 
share needed to cover life's necessities). 
Either government employed them, or it 
paid them a state pension or unemploy- 
ment insurance. Government spending in 
the United States, by contrast, was only 
42% of Americans’ primary incomes. 
Privatisation may have reduced public 
payrolls slightly since 1981, but that drop 
will probably have been made up for by 
an increase in social payments. 

Neo-conservatives in office have, in 
sum, bumped up against the very limita- 
tions of government they so strongly 
preached in opposition. Welfare capital- 
ism, the social democrats’ model of soci- 
ety, has been adjusted, not replaced. 

But the third, and most interesting, 
source of refound socialist confidence is a 
new realism in their thinking. Although 
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_ The broad pattern of voting for Europe’s 
main political tribes has been. remark- 
ab for 50. years. The table at 

ig ‘the share of the total Euro- 
ach of the big party groupings 








}~ Conservatives 





Sosial _ 
Democrats 











before the year given. (In most coun- 


ection ha to be used. ) 


5 and 1975, a putative 


as calculated ‘by add- 

eneral élection result (lower 

“in two-chamber systems) in 15 

countries’ (Austria, Belgium, Britain, 

Denmark, Finland, France, Germany or 

Vest. Germany, Holland, Iceland, Ire- 

and, Italy, Luxembourg, Norway, Swe- 

and Switzerland). For 1985, Greece, 
Portugal and Spain were included. 

: four party groups separately iden- 

ied are those which clearly exist in all 

r nearly all the countries. mentioned. 

y there are tricky. choices, par- 





ilar ly when. parties. change ‘flavour © 
ly’s Social Democrats, ‘for example, . 


wh are now close to liberals). 


the economic and social landscape in 
estern Europe is in certain ways much 
as it was a decade ago, neo-conservatism 
radically changed the climate of ideas. 
When neo-conservatism wrested the in- 
tellectual initiative from parliamentary 
alism in the. late 1970s, the first reac- 
n on the centre-ieft was to retreat into 
defensive sulk. Happily for socialists, 
his depressive stage is now over. 

Although they have largely lost control 
of the political agenda, many socialists 
are at last sensibly recognising that prob- 
lems identified by conservatives do not 
or that reason have to have conservative 
lutions. Socialists are thus looking ‘for 
istinctive policies of their own on ground 
ey have carelessly let neo-conservatives 
monopolise: the limits of government, 
the need for voluntary initiative and the 
importance of individual freedom. 

Among West European socialists today 
ere is a growing acceptance that central- 
nswers are not always best for eco- 
nomic democracy or efficiency; most so- 
cialists will now agree that the generosity 
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cratic and inhuman; and they are seeking 
nswers to the. broad conservative charge 
hat; however well-intentioned; reform- 
minded social engineering normally leads 
in the end either to unanticipated failures 
or to the unacceptable infringement of 
_people’s liberty. 

> Painful for many socialists, scandalous 
fo. some, this sort of rethinking does not 
in abandoning ideals. Most socialists 
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i e the election. chosen. was not more’ 
before the date given; in 
‘to include Italy in 1935, the“ 1921 : 


cess in southern Europe (including 


‘Britain and West Germany. (The chart’, | 
“below -suggests any sudden slump for’ 


Keesing’s Contemporary Archives. 


of the welfare state can often be bureau- : 


won in general elections held in or just _. 











In the “other” category are agrarian, 
nationalist, extreme right or left, or 
Green parties. The biggest component of | 
the “other” category for 1935 was the’ | 
1932 Nazi vote in Germany. 

Inthe 1985 “election”, socialist suc- 



















France) partly made up for conservative 
gains in northern Europe, particularly 











socialists would reverse several decades 
of relative strength.) 

Our sources were “The International 
Almanac of Electoral History”, and 























in Western Europe would still believe in 
certain broad goals or principles: eco- 
nomic justice, a fair distribution of 
wealth, equality of social opportunity. An 
acceptance of these ends is still perhaps 
what defines a democratic socialist. Yet in 
much neo-socialist thinking there is an 
exciting new flexibility about means: 
Even on the left, dismantling capitalism is 
off today’s agenda. 

A socialist supply-side economics is 


















West Germany 





Social Demacrats 
























Socialists 






week. Dutch 


emerging that might have ‘taken the slo- 
gan “small is beautiful’ as. its starting 
point. Local development.boards, which 
try to promote local business.and oversee 
social and city services in their areas, are 
getting as much attention as national 
plans. Socialist debate about economic 
democracy today focuses more on work- 











_ ers’ shareholding—whether on the Swed- 


ish union-managed worker-fund model 
(see box on next page) or the French and 
West German. individual shareholding 
plaris—than on ‘State ownership. West 
German, Socialists are. dusting off anti- 
monopoly rules with a view to preventing 
companies such as the carmakers Daim- 
ler-Benz and the electronics-electrics 


_ group AEG from merging into giants. 


` Instead of opposing automation; some 
unions are looking favourably at ways:of 
“liberating time”, code for job-sharing and 
a. shorter working ` week, West Germany's 






metalworkers have negotiated a 38}-hour 





alists will be campaigning 
in next spring’s general election for a 32- 
hour week by 1990. “The workers’ move- 
ment,” says Mr°André Gorz, a, French 
socialist, “‘will condemn itself to failure if it 
tries to resist automation.” 

Changes to the welfare state are no 
longer taboo for socialists. In “The Needs 
of Strangers”, Mr Michael Ignatieff, writ- 
ing asa leftish iconoclast, reminds the 
social reformer that charity. turns to arro- 
gance if the giver alone defines what “the 
needy” need. Besides arguing against 
welfare cuts, socialists are also examining 
how to reduce waste and humanise ser- 
vices. Dutch socialists are talking about 
privatising parts of their health service, one 
of the most generous in Europe. 

Less specifically, thinkers on the left 
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are trying to reinterpret socialist ideals to 
answer the conservative claim that a drive 
for social equality leads to grey uniformi- 
ty. Not surprisingly, some of the most 
interesting thinking has come out of 
America, where neo-conservatism is 
strongest. Mr Michael Walzer, an Ameri- 
can historian and philosopher, has put 
forward a notion of “complex equality” 
that acknowledges people’s clubbable- 
ness and need for diversity but which 
would rule out an unacceptably broad 
spectrum of privilege and poverty. In 
“For a Pluralist Socialism” Mr Michael 
Rustin, a British writer, argues that ‘‘so- 
cialism must be the sum of particular 
words and not an abstract alternative to 
them.” 


What the parties think 
Since thoughts on the whole occur mostly 
o those paid to have them, this ferment is 
strongest outside the ranks of political 
leaders and party managers. For, despite 
its attractions, a heady jumble of worker 
co-operatives, Green politics and welfare 
experiments does not yet have the look of 
a coherent or saleable national policy. 
Nor is it likely to be distilled into a 
programme for government, certainly not 
on the economy, in time for socialist 
parties to make convincing use of it if they 
win the round of national elections that is 
looming up in every big West European 
country over the next three years. 

Of course socialists will campaign, as 
opposition parties normally do, in the 
Micawberish hope that they will slide in 
on the unpopularity of their government 
opponents. The West German Social 
Democrats have an attractive, all-things- 
to-all-socialists leader in Mr Johannes 
Rau, much as the British Labour Party 
has in Mr Neil Kinnock a marketable 
young leader who wants above all to keep 
his party together rather than drive it 
forcefully in any single new direction. In 
France, Mr Michel Rocard hopes to run 
for president in 1988 as a caring realist, 
who appeals to conservative heads and 
socialist hearts. 

West Germany's unemployment might 
just sweep away the bland government of 
Mr Helmut Kohl in 1987, even though his 
popularity was up a bit lately. In Britain, 
in a recent Gallup poll, 87% of those 
asked thought unemployment was the 
country’s most pressing problem and 31% 
thought the Labour Party had the best 
answers, which was more than for any 
other party. Voters in 1988 might also yet 
blame the Thatcher government for rising 
crime and city troubles, if they persist, 
much as they blamed its Labour predeces- 
sor for the wearing winter of public-sector 
strikes in 1978-79, But campaigning and 
governing are two different things. Once 
in office again, what would social demo- 
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cratic parties offer? 

Because their rethinking has only just 
got under way, some socialists hope that 
the party pendulum will wait a bit to 
swing their way, to give them more time 
to prepare for office. Until their policy- 
makers think out a workable “new way”, 
socialist leaders are faced with an awk- 
ward choice between two unappetising 
alternatives: copying neo-conservatives, 
as Spanish (see box on next page), French 
and Italian Socialists are doing; or going 
back to the policies of the 1970s. 

For all its obvious appeal, parroting 
their opponents has disadvantages for 
socialists and non-socialists alike. The 
trouble for socialists with the parrot op- 


Sweden Limited 


Palme carries on 


Decried on the left, admired by middle- 
of-the-road socialists, carped at by con- 
servatives, the Swedish model of social 
democracy chugs complacently along, 
oblivious to label-stickers. And who can 
quarrel with Sweden's success? Sweden’s 
Social Democrats have held power for all 
but six of the past 53 years. Sweden is 
one of the richest countries in Europe, 
with a 1983 per capita income of some 
$11,000 (higher than West Germany's). 
The limits of the high-government- 
spending Swedish model were glimpsed 
in the 1970s. A retrenchment has been 
made. But Swedish social democracy, 
and the party that created it, remain 
popular. At a September election, al- 
though the centre Liberals advanced a 
bit, the Social Democrats won again. 
The great success of the Swedish So- 
cial Democrats is to have switched from 








tion is that it risks robbing them of their 
identity. _Neo-conservative socialism 
tends to lose supporters on the left with- 
out holding them for long at the centre. 
This is the problem that dogs the West 
German Social Democrats, and even 
more severely the British Labour Party, 
which has lost votes at the centre to 
Britain’s breakaway Social Democratic 
Party. If neo-conservative policies remain 
popular with the floating voters who 
decide elections, why should swing voters 


at the middle of the political spectrum — 


choose socialist neo-conservatives rather 
than the genuine article? 

Non-socialists need to worry about 
this, too. A Europe in the 1990s ruled by 


being a working-class to a public-em- 
ployee-plus-state-dependent party, The 
arithmetic of their success is simple. 
Roughly three Swedes in five rely on the 
state for all or some of their income. Half 
the public employees and half the wel- 
fare recipients vote Social Democratic, 
giving the party a dependable floor of 
about 30% of the vote. 

Despite their stolid image, Sweden's 
Social Democrats experiment. Accord- 
ing to Sweden's prime minister, Mr Olof 
Palme, democratic societies are built in 
three stages: first, the ballot, next the 
welfare state, and, lastly, economic de- 
mocracy. In the very capitalist Sweden of 
the mid-1980s, economic democracy 
means the wage-earners’ fund. 

As originally thought up, and copied 
by Danish socialists, the idea was to give 
workers, or rather unions, an equity 
stake in business. By owning capital, 
workers would exercise a direct influ- 
ence over management decisions. At its 
most ambitious, the worker-funds 
scheme held out the promise of a gradu- 
al, sideways, “‘socialisation” of pro- 
duction. 

As put into practice, Sweden’s scheme 
involves five regional funds run by 
boards on which union representatives 
are in a majority. The funds get money 
from a combined profits and payroll tax, 
which they can invest in equities. No 
single fund can buy more than 8% of the 
equity of any public company, creating a 
40% limit if all five funds buy to the limit 
in one company. After 1990, the funds 
are to get no tax money. There are no 
individual entitlements: profits go to top 
up pensions. 

This is a long way from workers’ 
control. Nor is it popular everywhere in 
Europe. West Germany's Social Demo- 
crats toyed with proposing worker-fund 
schemes. Instead, they now want em- 
ployees to be able to buy shares in the 
firms they work for. French Socialists 
who once rallied to Mr Michel Rocard’s 
call for autogestion, or workers’ self- 
management, today promote instead the 
idea of a broadly-based actionnariat, or 
share-holder class. 
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Kinncherism or Chirandism—neo-con- 
servative versions of the Butskellism of 
the 1950s and 1960s—would be a duller, 
and quite possibly a less democratic, 
place. The second world war removed 
Stalinism and Naziism from Western Eu- 
rope’s political map. But extremism of 
left and right has continued to flicker into 
life from time to time since then—usually 
when the democratic parties have agreed 
to share the centre instead of freely 
competing for it in elections as clear 
alternatives. West Germany's left-wing 
turmoil began during the grand coalition 
of 1966-69, when Christian Democrats 
and Social Democrats governed together. 
Italy’s Red Brigades did their worst when 
the Italian Communist Party became an 
unofficial government partner of the 
Christian Democrats in the late 1970s. 
Far-right racialism has sickeningly spread 
in France under the conservative social- 
ism of President Mitterrand. 

Yet the second course for social demo- 
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crats—a return to the past—is also tempt- 
ing but wrong. High-spending economic 
policies might reduce European unem- 
ployment for a time, but if their result 
were renewed inflation that could bounce 
the socialists back out of office all over 
again. 


Growth is the key 
Given fast enough economic growth, say 
4-44% a year until the end of the decade, 
social democrats might escape these diffi- 
cult choices. Social democratic govern- 
ments could return to the welfare-state 
capitalism of the 1950s-70s. That would 
let them pay for social goals out of 
taxation. Yet the rosiest forecasts, on 
current demand-management policies, 
are for 2}-3% growth. Without this miss- 
ing 14%, social democrats must choose. 
The desire to go back in time is under- 
standable. Ten years ago, parliamentary 
socialists seemed to be in command. In 
almost every country in Western Europe 


Southern discomfort 


A beguiling young Felipe Gonzalez led 
Spain’s Socialists to power in 1982 on the 
promise of creating 800,000 new jobs in 
four years and improving his country’s 
almost non-existent welfare services. His 
time is nearly up. Spain’s unemployment 
is more than 20%. Welfare has not 
improved. Prices will start to leap as 
Spain enters the European community 
on January 1 1986. 

By rights, Mr Gonzalez ought to be 
out on his handsome ear. But the signs 
are that his party can yet win re-election 
next year. His secret? Spain's Socialists 
are enjoying a democracy bonus. Many 
Spaniards unhappy with their lot remem- 
ber that Franco’s dictatorship ended 
barely ten years ago. Grateful for de- 
mocracy, they are reluctant to press 
economic demands. Even conservative 
Spaniards will admit that Mr Gonzalez is 
successfully Seeing out the peaceful tran- 
sition to a modern, secular society. (It 
helps the Socialists that a man who 
worked for Franco still leads the right.) 

But now that fears for Spanish democ- 
racy are rapidly and rightly fading, 
Spain's Socialists are going to find it ever 
harder to conceal that they came to 
power without an economic viewpoint to 
call their own. In the name of competi- 
tion and modernisation, the Socialists 
have begun to tear down the old edifice 
of Franco’s heavily centralised state, 
which was baroque in its subsidies to 
industry. But in doing this the Socialists 
could be destroying economic-manage- 
ment tools they might need. Unless the 
Socialists can point a way out of Spain's 
economic difficulties, disillusioned sup- 
porters may turn angrily against them. 

Something like this has already hap- 
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pened in impoverished Portugal, where 
the Social Democrats—a confusing label 
that in southern Europe disguises right- 
of-centre liberals—triumphed at the gen- 
eral election in November. The discred- 
ited Socialists barely got 20% of the 
vote: The Communists, led by the silver- 
haired and aquiline Mr Alvaro Cunhal, 
got 16%, a combined loss of ground for 
the left of 18 percentage points since the 
1983 election. 

In Greece, the strains of southern 
socialism are taxing even Mr Andreas 
Papandreou’s cunning. Despite its 
name, his Panhellenic Socialist Move- 
ment (PASOK) is really a left-populist 


they were in power, sharing power or 
challenging hard for power. 

Socialists held office almost throughout 
northern Europe, including Britain. In 
France, a rejuvenated Socialist Party was 
beginning its march towards victory. Ita- 
ly’s Communists had edged far enough 
towards social democracy to become an 
unofficial partner in government with the 
Christian Democrats. On the rest of Eu- 
rope’s newly democratic southern rim, 
voters wanting progress and modernity 
were rallying to socialists. 

Parliamentary socialists had every ap- 
parent reason to feel proud. Not only did 
they hold 125 of Western Europe’s 231 
cabinet portfolios. Their broad ideas set 
the terms of political debate. Theirs, after 
all, was the map by which Western Eu- 
rope’s post-1945 recovery had been 
charted: a mixed economy, full employ-« 
ment underpinned by government spenc 
ing, state welfare, free trade unionism 
and egalitarian social reform. With only 


party. Greek shipowners and Eurocom- 
munists (the smart sort to be) complain 
that paid-up PASOK toadies are strangling 
Greek freedom in a bureaucratic head- 
lock. PASOK does give jobs to the boys 
(and girls), just as Greek conservatives 
did when they ran the government. But 
Greece is unlike Spain, which has had a 
clear central authority ever since Ferdi- 
nand married Isabella. Greek govern- 
ments are comparatively feeble affairs, 
as Mr Papandreou is discovering. 

He won his second general election in 
June by halting the advance of the ortho- 
dox Communists (KKE), who are strong 
in important unions. With his left flank 
apparently secure, Mr Papandreou then 
did what he had said he would not do: he 
retrenched government spending on the 
advice of his central bank governor and 
curtailed wage indexation. 

Left-wing unions are now testing him 
in the streets. The KKE, which won less 
than 10% of the vote last June, is proba- 
bly too small to pose a threat to the 
government on its own. But turbulence 
may benefit the Greek conservatives. 

Given their country’s recent dictatori- 
al pasts, it is natural that southern social- 
ists should be wary of ideas that frighten 
the right. But they may be over-cautious. 
One of the basic social democratic 
goals—a genuine welfare state—is still a 
long way off in southern Europe. 

The Latin or Levantine family does 
welfare’s work, it is often said. But in the 
cities of southern Europe this is less and 
less true. In Spain only one jobless 
person in four gets the dole. Health care 
can be rudimentary. Sweden spent the 
equivalent of $1,239 on the health of 
each of its citizens in 1982. Spain spent 
$417, Portugal only $248. Southern so- 
cialists have a large unfinished agenda, if 
only they can afford it. 
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mild deviations, it was on this course that 
conservative and socialist parties alike 
had steered Western Europe in its suc- 
cessful 30-odd years since 1945. Long-run 
voting trends looked good for them (see 
chart on page 48). 

Yet, perilously for social democrats, 
unseen limits to “Butskellism” or welfare 
capitalism had by the mid-1970s already 
been reached. The painful aftermath of 
the 1973-75 recession, which broke a long 
cycle of growth, showed how exposed and 
uncompetitive Western Europe’s econo- 
mies had become. To many voters, 
unions had often come to seem more like 
Special interests than champions of the 
underdog. A taxpayers’ revolt was boiling 
up. Neo-conservatism’s time had come. 

After 43 years in power, Sweden’s 
Social Democrats fell in 1976; Britain’s 
Labour Party followed in 1979, West 
Germany’s Social Democrats three years 
after that. Also in 1982, a centre-right 
coalition took over in Holland and con- 
servatives were governing Denmark, Ice- 
land and Norway. Italy’s Communists 
went into full opposition again in 1979. 

The French Socialists won in 1981 more 
because most French voters, after 23 
years of conservative governments, want- 
ed a new rider than because they wanted 
a change of horse. In Spain, Greece and 
Portugal, Socialists won in the early 1980s 
mainly because they seemed comfortably 
forward-looking. 


There was some good news 

It is important not to overstate the social 
democrats’ troubles. It was in one sense 
sheer bad luck that so many social demo- 
cratic governments were in office when 
the big oil recessions hit Western Europe. 
Some had the voters’ confidence on eco- 
nomic policy: West Germany’s Social 
Democrats, for example, had a cautious 
anti-inflationary line and lost power in 
1981 as much because of foreign as of 
economic questions. 


Communism’s fading star 


West European communist parties’ share of the 
vote at most recent election, % 
(Sof parliamentary seats in lower house. in brackets) 


Sweden (5-0) 
Greece” (40) 


land : 
(Less than 10) Luxembourg (30) 


*Otticial Greek Communists, KKEle) +Greek Euro-Communists 
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Italy’s Communists are different 


The Italian writer and film director Ber- 
nardo Bertolucci remembers during the 
student strikes and factory sit-ins of 1968 
asking Giorgio Napolitano, the mild and 
cautious parliamentary leader of Italy's 
Communist Party, whether he shouldn't 
drop pen and camera to become a politi- 
cal organiser. “Bernardo,” Mr Napoli- 
tano gently replied, “the working class 
needs more poets, not more militants.” 

Italian communism is different. Un- 
like the French Communists, who have 
been overhauled by the Socialists and 
retreated into a defensive shell, Italy's 
Communists are, with 30% of the vote at 
the 1983 election, potentially a govern- 
ing party. Italy’s Socialists, however big 
their ambitions, have only 11% of the 
vote. But their leader, Mr Bettino Craxi, 
is prime minister. By contrast Mr Ales- 
sandro Natta, the Communist chieftain, 
struggles to keep his left and his right 
together. 

As in Britain's Labour Party, this 
battle has gone on for years. The right 
hopes that at the Communist Party's 
conference next spring, it may win. Yet 
the struggle is not over. Mr Armando 
Cossutta, one of a dwindling band of 
pro-Russians, likes to say, “If we're not 
a working-class party, we're nothing.” 
But their voices are being drowned out 
by the miglioristi who want to improve, 
not scrap, welfare capitalism. 

Mr Alfredo Reichlin, a party econom- 
ic spokesman, says private enterprise is 
the heart of Italy's economy. Mr Bruno 
Trentin, one of the leaders of the Com- 
munist-led trade union federation, 
thinks that wage differentials became too 
narrow during the 1970s. Mr Iginio 
Ariemma, the party’s health expert, 
sounds like a spokesman for the bosses’ 
lobby, Confindustria, when he argues 


Also, gone is the “permanent opposi- 
tion” mentality that used to afflict some 
parliamentary socialists. Every leading 
social democratic party in Western Eu- 
rope has now had a full, and sobering, 
taste of government. Thinking on the left 
has accordingly become programmatic. 
In smart drawing-rooms in Paris and 
Rome socialising is once again more fash- 
ionable than social theorising. Even Eu- 
rope’s left-left (as opposed to the centre- 
left) is beginning to drop an all-or-nothing 
attitude that used to treat achievable 
gains within welfare capitalism as positive 
setbacks. 

Nor were all trends working against 
European social democrats. Now that the 
lay-religious division in European politics 
is less sharp, many devout Europeans are 
less: reluctant than before to vote for 
parties of the left. 

On the left of the spectrum socialist 
parties have pushed communists into 


Napolitano's deaf to the left 


that Italy’s ragged public health service 
should have monetary incentives for pro- 
ductivity. Except for some unresolved 
doctrinal issues—which matter—lItaly’s 
Communists are almost a social demo- 
cratic party, many of whose leaders mod- 
el their behaviour on that of north Euro- 
pean social democrats. 

Such moderation pleases many Chris- 
tian Democrats, just as it irks the Social- 
ists, who want to displace the Commu- 
nists as the main party of the centre-left. 
Left-wing Communists feel the party is 
falling into the trap of alienating its 
natural supporters in the industrial work- 
ing class without gaining any firm block 
of votes at the centre. Defeats last May 
in Italy's regional and local elections 
gave them useful ammunition against the 
right. 





poor second place, except in Italy (a 
special case, see above) and Cyprus (a 
very special case). Only nine West Euro- 
pean communist parties have more than a 
handful of seats in parliaments (see chart 
at left). Because of their hold on some 
unions, the Communists are still a force 
to reckon with in Greece and Portugal. 
But even in France, where Communists 
dominate the Confédération Générale du 
Travail, the largest union federation, the 
party itself looks in rapid decline. 


A broken coalition 

None of these comforting achievements 
can disguise from social democrats, how- 
ever, what those defeats in the 1970s 
made plain: the old alliance between 
working-class trade unionists and reform- 
ing middle-class radicals, on which parlia- 
mentary socialism was founded, has in 
many places come apart. On which 
horse—the workers’ movement or mid- 
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dle-class reform—should social demo- 
crats now bet? Or can they get back to 
driving them in tandem once more? For 
campaign managers plotting election 
strategies, the problem is acute. The 
social democrats’ old working-class base 
is not so much shrinking as changing and 
fragmenting. 

Industrial unionism has weakened, 
mainly because more and more Europe- 
ans now have non-manufacturing jobs. 
This historic change underlies several 
recent big defeats for industrial unions: 
the failure of Italy’s Communist-led 
union federation last summer to reverse a 
government restriction of wage-indexa- 
tion, the collapse of the British miners’ 
strike, the inability of unions in several 
other West European countries to resist 
closure of steel plants or shipyards. 

Popular feeling in these disputes was 
not with the unions. Despite broad sym- 
pathy for those losing their livelihoods, 
few people thought that unions in old 
industries were any longer the way of the 
future, let alone a majority voice in the 
working class. To plenty of poor people 
whom socialist parties had claimed to 
protect—pensioners, single women, 
members of ethnic minorities—unions 
had for long looked all too easily like 
special interests. 


An Americanising of Europe’s left? 
Middle-class reformers on the left have 
grown disgruntled, too. On the issues 
they protested about in the late 1960s and 
1970s—the environment, gender dis- 
crimination, nuclear weapons—trade 
unions had discouragingly little to say. 
These strains are visible inside social 
democratic parties, now that a once 
proud crusading movement has grown 
office-bound and respectable, complete 


_ with its technocrats, place-holders and 


party bar-keepers. Many of Europe’s so- 
cialists are a decidedly middle-class lot. A 
growing share of British Labour Party 
members are teachers or social workers. 
Half of France’s 281 Socialist deputies are 
teachers. In Greece, of PASOK’s 157 mem- 
bers of parliament, 71 are lawyers, 24 
engineers and 17 doctors. Less than 12% 
of the delegates at the most recent Span- 
ish Socialist congress were manual work- 
ers, while 40% were public employees or 
professionals. Of 202 Social Democratic 
members of West Germany's Bundestag 
only 22 are by background industrial 
workers. Not surprisingly, socialist par- 
ties rely more and more on white collar 
voters (see upper chart). 

All this has led some to see an Ameri- 
canisation of the left in Europe. As the 
industrial working class plays a less com- 
manding part, some think the European 
left will come to identify itself by means 
of radical positions on single, often non- 


54 


Who supports the social 
democrats ? 


ITALY 

% from each educational group who voted for 
Communists MM, Socialists [C], Christian Democrats [E] 
in 1983 general election 

Elementary school 


% in each job category who voted Communist H, 
Socialist [C], Conservative (ZZ, in 1981 presidential election 
Blue collar 


Workers in each category who support the social 
democrats, as % of total labour force (1985 survey) 


White collar workers 





economic, issues—the environment, nu- 
clear weapons, civil rights, racial or sexu- 
al discrimination. It would come to 
resemble, in other words, the left wing 
of the Democratic Party in the United 
States. 

Not surprisingly for one who admires 
American city politicians, Mr Ken Living- 
stone is the best-known British exponent 
of “rainbow-coalition” politics of this 
type. In their non-economic radicalism 
West Germany’s Greens would have 
blended smoothly with the American pro- 
test movements of the 1960s and 1970s. 
Indeed, the left in Europe has recently 


Socialism's new troops 


% of unionised labour force in: 
W public sector 
[C] private sector 


Sweden 
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learned from American protest move- 
ments that television, radio and direct 
mail can be as effective as street protests. 

But there are two good reasons to think 
that this sort of non-economic radicalism 
is unlikely entirely to replace distinctively 
socialist concerns with economic democ- 
racy and the distribution of wealth. First, 
unions remain fairly strong, despite their 
problems, in northern Europe. The rate 
of unionisation in many West European 
countries is higher today than in the 
1970s, partly because white-collar public- 
sector unionisation (see lower chart) has 
to some extent made up for losses in 
industrial unions. For much of the 1970s, 
European unions were able to help push 
wage rises ahead of inflation, And, once 
European unemployment falls, they will 
be in a position to demand fatter pay 
packets again. 

Second, a weakening of a workers 
movement anchored in the industria, 
unions and in old mining or manufactur- 
ing towns does not mean that European 
society has mysteriously transcended eco- 
nomic class. In rich West Germany, 
Greens sometimes talk as if there were no 
interesting questions left about the distri- 
bution of wealth. But poverty will survive 
post-industrialism. There is no reason to 
think that ‘social inequalities, and with 
them a socialist agenda, will vanish simply 
because service jobs are replacing manu- 
facturing work. 

With this in mind, an American social- 
ist, Mr Michael Harrington, has given an 
eloquent warning about the emergence in 
the West of a new type of three-tiered 
society, with a fortunate quarter at the 
top in “knowledge-intensive” technical 
and managerial jobs, a big half in the 
middle with duller service or mechanical 
jobs, and an underclass of pension-draw- 
ing and jobless poor people at the bottom 
on the margin of the competitive 
economy. 


Neo-socialism not post-socialism 
There are, of course, points of connection 
between the old socialism and the new 
radicalism (see box on next page). The 
Greens and the Social Democrats are 
discussing how growth might be chan- 
nelled to “socially useful production”. 
This is a slogan that also appeals to left- 
wing economists who support the anti- 
nuclear movement and who think that 
European research should be directed, 
for example, at anti-pollution or health 
technology instead of new weapons. Then 
again, any talk of job-sharing and part- 
time work goes to the centre of women’s 
economic concerns. Yet these threads 
alone-do not add up to a national eco- 
nomic strategy. 

Localism, participation, humanising 
welfare, protecting rivers and trees, the 
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Having shed any pretence of being an 
anti-capitalist party at their Bad Godes- 
berg congress in 1959, the West German 
Social Democrats are now moving right 
and left at the same time, with their eyes 
fixed squarely on the 1987 election. 

A Social Democratic Party (SPD) work- 
ing group headed by the party’s parlia- 
mentary economics spokesman, Mr 
Wolfgang Roth, has just produced a 
draft for a new economics programme. 
This will probably be approved at a 
special party congress in the spring. But 
some Social Democrats will attack it for 
being too right-wing, just as others will 
find it too Green. 

Social Democratic programme-draft- 
ers know that most West Germans prize 
their market economy and that Mr Kohl 
did well in 1983 with his promise of a 
Wende, or turn, against government 
spending and economic regulation. To 
steal some of his clothes, the sPD wants 
to make competition policy one of the 
main parts of its new programme. 

At the same time, a left turn is being 
taken to win back mainly young people 
who are voting for the ecological and 
anti-nuclear Greens and to satisfy Green 
sentiment in the spp itself. “‘Eco-social- 
ists’, or Green Reds, grudgingly accept 
the need for economic growth to create 
jobs and finance social spending. But 
they want growth directed to “socially 
useful production”, an idea which has 
supporters on the British left. 

Social Democrats favouring this idea, 


quality of post-industrial life, caring for 
the hungry of the third world—important 
and worthy issues all, and tempting to 
many seekers for a new way ahead. So 
tempting indeed that one of the grand old 
men of Italian communism, Mr Pietro 
Ingrao, was ticked off recently by a col- 
league for espousing a socialism “made 
up of scraps of Green culture, feminism 
and pacifism”. His colleague had a point. 
Neo-socialism will be nothing without a 
workable economic policy. 

If social democrats cannot translate 
their basic ideals—economic justice, fair 
distribution of wealth, equal opportuni- 
ty—into definable government goals such 
as full employment, adequate welfare, 
protection of labour and civil rights, then 
they are something other than socialists. 
Jobs and economic growth remain the 
heart of any government programme for a 
party aspiring to power. 

Without the extra annual 13% of 
growth in the West European economies 
beyond the 24-3% currently hoped for 
over the next few years, social democrats 
will face difficult economic choices— 
though hardly more difficult than those 
facing their rivals. The main task will be 
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The politics of eco-socialism 





Waiting to burst 





such as Mr Erhard Eppler and Mr Oskar 
Lafontaine, argue that the government 
should ensure that growth does not harm 
the environment, cause social problems 
or produce health hazards. The main- 
stream of the party replies that Europe 
cannot afford the luxury of going for 
“qualitative” growth but must find 
“quantitative” growth where it can. 
Compromise has won. Both sides be- 
lieve that the Kohl government's policy 


to defend Europe’s high level of job 
protection and social welfare while en- 
couraging an American flexibility about 
where people work and what they do. 
Neo-conservatives doubt whether this 


Tomorrow's socialists? 
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of tax cuts and reductions in budget 
spending will not be enough to reduce 
West Germany's level of unemployment 
much below its present 2m. A quick 
injection of government money to create 
jobs, on the other hand, would be at best 
an expensive temporary cure, the party 
thinks. So the sPD is proposing a tax on 
energy consumption, which would both 
raise money and reduce power consump- 
tion and energy imports. The money 
raised from this tax would be channelled 
into environmental protection. 

The spp sees the benefits as going 
beyond the dredging of sludge out of the 
Rhine or the monitoring of smoke clouds 
near factories. It believes there is a 
future in anti-pollution technology. It 
reckons that government spending of 
energy-tax money would produce much 
higher investment by industry in anti- 
pollution and conservation technology. 
Besides, Germans could sell this sort of 
equipment abroad. 

The party's other main remedy for 
unemployment would be a further short- 
ening of the working week and a sharing 
of available hours. The party says cuts in 
working hours have already created 
80,000 jobs. Industrialists think the real 
figure is lower. On the other hand, 
employers like the 38-hour week that 
came into force in the metal industries in 
April because it gives them greater flexi- 
bility with labour and better use of 
machinery. 

Remember that Bolshevik jibe—that 
before storming a railway station, Ger- 
man revolutionaries would queue for 
platform tickets? 


trick can be pulled off. The challenge for 
social democrats is to prove them wrong. 
If they can, social democrats could yet 
make the 1990s in Western Europe a neo- 
socialist instead of a post-socialist decade. 
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They had removed the corpse, locked the library and 

set the hunt for Blix in motion. They had asked a lot of 

questions and then told us we must stay put. So there 
we were—stuck. 
“Ah well, I have been stuck in worse places,” said 

_ guy Roussel. “Evidently, the standard of service will 
“not be very good after this affair, but it is still one of 

your England’s stately.homes, and when they adapted it 

_ for these conferences they remounted the plumbing 

well enough.” 

_ Man, however, does not live by plumbing alone. A 
dark dank December is not the best time of year at 
Wrongley, in one of the flatter bits of Humpshire. And 
we had already spent ten days there, holding what the 
Forgood Foundation liked to call a colloquium. 

“Pm afraid the Foundation over-egged this pud- 
ding”, was my comment when I was asked for one by 
Joe Collins, the hopeful youngster from the Boston Post 
who had dropped in for a few hours on Wednesday to 
see if we might make a story. (But then, of course, we 
didn’t know that a much more exciting story would 
emerge only two days later.) 

For this discussion of futurological themes the For- 
good people had assembled a group drawn from 22 
countries. It. included bankers, businessmen, politi- 
<- cians, officials and university people; an ambassador, a 
rabbi, an admiral and a science fiction writer; prophets 
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Dobson’s colloquial death _ 
Or: what went wrong at Wrongley 



















and gurus of various economic.and other cults; anc 
three journalists, me from The Economist, Tana 
from the Notso Shimbun and Hetkinen from an u 
nounceable Helsinki daily: It had not been a compl 
waste of time—I had picked up several bits of informa 
tion—but enough was enough. = ae 
Anxious mutterings soon started about not eve 
getting home for Christmas—although there were ex: 
ceptions to the general tetchiness. Peter Novak 
Gina Rossi, whose attempts to conceal the little aff. 
they were having had given us so much quiet entert 
ment, couldn’t really pretend they were sorry about no 
having to part just yet. John Brett, flashing his | 
Caribbean grin, said it might solve his problem, 
hadn’t wanted to go straight home anyway and it w: 
only his broken toe that had made him give up the’ 
of spending Christmas on the ski slopes. Mrs Watso 
the little white-haired widow who had come from some 
institute in California, was heard to. murmur that havi 
to stay on at Wrongley might get her out of going to h 
cousins in Kent for Christmas. Roussel was philosophi 
cal about it all, Tanaka managed to look reasonabl 
inscrutable and the Finn, Hetkinen, kept his usual 
silence. : 
But the rest of us—after agreeing; of course, that 
was exciting to be mixed up in a murder. case—sank in 
glum speculation. Why had Inspector Fry said so flat 
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nobody could leave? Why should any of us be 
uspeċted? 


cessarily brand him as the killer, but why shouldn't it 
ve been a burglar? We had seen the broken French 
ndow in the library, and its littered floor, suggesting a 
y search, or a struggle, or both. We had seen the 
police looking. for footprints outside on the lawn and 
boundary fence, and they had asked if any 

ing strangers had been lurking about. 
t t to the killer being an intruder who 


here v was one thing we knew for sure. Whoever did it, 

t wasn’t the butler. For the body that Hilda Grimm had 
ound in the library when she went in there for a 
jerman dictionary was immediately identifiable, in 


te of its bashed-in head, as that of the butler, 
son. (Yes, Wrongley Hall runs to a butler. They 
to keep up the stately-home style. ) 

Dobson had presided over our lunches and dinners 
loomed in the background when afternoon tea was 
ed, but he-had not officiated at breakfast, a less 
al meal (some of.us just had coffee in our rooms). 
as the library was in the west wing and seldom 
ed, the body might not have been found until much 
er if Hilda hadn't wanted to settle an argument that 
d broken out at breakfast about the correct transla- 
n of Zukunftsmusik, . 

Once Friday morning’s flurries were over we drifted 
othe conference room where, but for Dobson’s 
h, we would now have been enduring a tedious 
pitulation of our ten days of talk. Nobody was in 
1e mood for any of that. Only two things were on our 
ninds: the murder, and how we were going to fill our 
ime if we had to stay on. It was inevitable, I suppose, 
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that somebody would put these two th 


The disappearance of. Blix (and his car) might not 














8 
propose a discussion about Dobson’s death. You get 
like that at colloquiums, or colloquia. (I think I prefer 
ums—remembering those mathematicians who, when 
invited to attend “colloquia on certain conundra” on 
Saturdays, said they weren’t going to spend their 
weekends “sitting on their ba doing sa”’.) 

The idea might have appealed to me more if Hilda 
Grimm hadn’t taken it up so eagerly; I’d learnt to 
distrust her outbursts of eagerness. (And I would have 
stood out much more firmly against it if I had foreseen 
the trouble it would land me in.) But others were less 
wary, and Hilda’s offer to kick off was accepted. 

She started by firmly rejecting both the Blix theory 
and the burglar one. She admitted that Blix was vain 
and quick to take offence—we had seen him dart 
venomous looks at Vinci and Carpenter, his deadliest 
rivals in the guru game; but there was no imaginable 
reason why he should kill the butler, who had always: 
endeavoured to give satisfaction in the best Jeeve 
tradition. As for the broken window, it could easily be a 
false clue planted to suggest an “outside job”. 

“The simple fact that we are being kept here”, said 
Hilda, “should tell us that.the police have found 
something to show that it was somebody inside the Hall, 
and presumably not Blix, who killed Dobson. And the 
Hall’s other domestic staff are all women, all rather 
elderly. I don’t think any of them would be strong 
enough to strike the blow that killed him. So it seems to 
come back to one of us.” 

Heads craned around to see who might rate as 

“strong enough”. One or two people curled up in their 
seats, trying to look smaller. But, so far, nobody 
dissented. 

Then, however, Hilda went on to argue that there 
could be only one motive for the murder. Dobson must. 
have been killed because he had caught somebody in 
the library either stealing something, or doing some 
other dark deed. 

This characteristically dogmatic assertion got the 
going. Mercado protested that there might have bee _ 
some secret connection between Dobson and one of us. © 
“What kind of connection?” asked Guy Roussel. “A 
partnership in crime, or a case of blackmail—something 
like that?” 

Vinci, seeing his chance, said that whatever the 
police might think about Blix—and anyway they were 
searching for him, weren’t they?—his flight looked like 
a confession of guilt, and wasn’t he just the kind of man 
who would kill to silence anybody who had threatened 
to expose him as a charlatan? Hetkinen, astonishingly, 
roused himself to suggest the possibility of a rivalry in 
love. (To me, Dobson:hadn’t looked like an ardent 
wooer; but his age and build might have fitted the role 
of a wronged woman’s angry father, so perhaps a crime 
passionnel of sorts couldn’t be ruled out.) 

The vision of a secret nocturnal rendezvous in the 
library of a country house, leading to the discovery of a 
corpse in the morning, brought out a rich array of 
references to the kind of period whodunnits appropri- 
ate to the setting. But surely, 1 thought, the victim 
should have been a millionaire, or at least a baronet. 























When did you hear of the butler being the it in a 
whodunnit? 

Bruno Wagner, whose firmness as a chairman was 
never more sorely needed, cut short the babble. He 
ockian dictum that “it is a capital 
i before you have all the evidence”. 
































sing idea, I thought, better than sitting here 
o theoretical bletherings; and, after all, my 
ence. was clear, I hadn’t killed anybody. 
-suddenly heard him nominate me for the 
det tive role. : l 
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<- Naturally, I protested. 
-“T know journalists are supposed to be good at 
x vollecting and analysing facts,” I said, “but we don’t go 
. in for crime reporting at The Economist. I know nothing 
about: bloodstains, or blackmail, or blunt instruments, 
or motives for murder.” 

And naturally my protests were overridden. You’re 
not just a journalist, they said, you’re English, and this 
is the murder of an English butler i in an English country 
house. All the people I tried to pass the buck to 
promptly disqualified themselves—as foreigners in a 
strange land, as academics who knew nothing of the 
world outside their ivory towers, as officials who could 
do nothing without departmental approval. The ambas- 
sador claimed diplomatic immunity. 

All they would do, in the end, was let me have a 
partner; and that brought me little comfort. Somebody 
said that a woman would stand more chance of getting 
the servants to talk, and the next thing I heard was the 
soft voice of Mrs Watson, volunteering—and being 
accepted. 

During our ten days at the Hall Mrs Watson hadn’t 

rot much of a word in. I couldn’t see her taking much of 
the strain. Still, there she was, my appointed sidekick, 
and I forced a smile of welcome. But I winced when 
-somebody made the inevitable remark about a Watson 
for my Holmes. There was trouble ahead, and the last 
thing I needed was somebody recording it all. 

Mrs Watson went off to the servants’ quarters, and I 
began a series of disheartening interviews. The first 
four did not yield anything of interest, and when the 
fifth did I wished it hadn’t. 

. It was Guy Roussel who came fifth on my list. He at 
once became alarmingly confidential. 

“It is understood, my dear Jim, this playing at 
detectives is only something droll, isn’t it? I shall regard 
you as an old friend, not as a detective, and I shall speak 
in confidence. I was perhaps one of the last persons who 
saw this butler alive. At an early hour this morning, 
when it was still dark, it happened that I passed the 
head of the main staircase. I saw three men just inside 

the front door. One of them went out of the door, and I 
heard a car drive away. The other two, and I think one 
of them was Dobson, went off to the right, in the 












direction of the library.” 
“And you have not told the ae about this?” l 
“No, and I do not wish to. If I had to testify in aco 
I might be pressed to explain how I came to be pass 
the head of the stairs at such an hour. You, Jim, as 
friend, will understand that the lady whose room I 
returning from is not to be named. In the prese 
atmosphere in her country, and at this point in 
political career, even a small scandal could be harm 
to her.” 
I said I could see his point. I said I could also see bo 
of us getting into serious trouble for suppressi 
important evidence. But Guy was unbudgeable. 
“It may be of no importance. And remember, 
not know what the exact time was, I cannot swear th 
was Dobson I saw, and in the darkness I could not s 

















who the other men were, not at all. If it appears that 
information would prevent the conviction of an inn 
cent person, I might reconsider informing the police. 
present I see no necessity.” 
So he left me with another headache to add to the 
the general futility of my efforts was- already givi 
I suspected that, whatever Guy chose to say no 
knew quite well that Dobson was one of the three m 
he had seen. But who the hell were the others, and w 
had they all been up to? 
Then Mrs Watson reappeared, to say apologetica 
that she had drawn a blank. 
“They wouldn’t talk to you?” 
On the contrary, the servants, although natu 
distraught, had poured out to her all there was 
about Dobson; but it got us nowhere. He w 
man, born and raised in the village; he had ne 
in his life, except for holidays at the seasi 
nobody would believe that he could have bee 






ything at all dubious. Er ee 
Well, at least I could now break off the interviewing 
n the pretext that we detectives must confer. 
Once we were alone, I let off steam. I harangued 
or Mrs Watson about the impossibility of our task. I 
ntrasted it with the easy rides enjoyed by the fictional 
letectives whose triumphs in solving country house 
mes had been cited to encourage us. 
“Think of all the professional help those amateurs 
ot. When Hercule Poirot didn’t have his friend Inspec- 
tor Japp around, he had only to mention Japp’s name to 
her men to get their co-operation. Lord Peter 
t s chummy. with a high-ranking detective 
: Charles something, who was. always being as- 
igned to cases Wimsey was tackling. Ditto for Albert 
ampion, right down to the chum’s name being 
les. 
llery Queen had the help of an experienced police 
icer who was old enough to be his father and in fact 







as. his father. Jane Marple had her county’s chief 
nstable eating out of her hand. As for Sherlock 
olmes, why, in the very first of his recorded cases, the 
cotland Yarders’ whom he derided were begging him 
) come and examine the scene of the crime, telling him 
they knew, and meekly putting up with his arrogant 
ibit of keeping his own findings secret until he could 
age a dramatic denouement. 
“Now look at where we stand. They’ve taken the 
ody away, and we don’t know what they may have 
nd on it. When it was discovered there was too much 
ommotion for any of us to make a proper examination 
f the library, and now it’s locked. We haven’t a hope, 
nless Inspector Fry condescends to give us a bit of 
help, and as this isn’t an Agatha Christie or Ellery 
Queen story he obviously won’t.” 
At that moment a constable came into the room and 
mmoned me to the inspector’s presence. 
“Perhaps he’s going to tell us something after all”, 


so 
















said Mrs Watson hopefully. = seg 

I knew better. I suggested rather coldly that she 
should have one more go at the servants, and I went to 
see Fry with a nasty feeling that he had heard what we 
were doing and was going to ask what kind of fool game 
we thought we were playing. 
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He had, and he did; and that wasn’t the worst of it. 

I ate a lot of humble pie, and when I had explained 
how the role of detective had been thrust upon me and 
how heartily I agreed that it was all nonsense, his 
manner seemed E soften. He even said that perhaps it 
was time he explained why he had felt obliged to keep 
us all at Wrongley. 

“That French window had. been forced from the 
inside before it was smashed; and there were none of 
the usual signs of an attempt at burglary. As for Mr. 
Blix, he didn’t exactly vanish into the blue. He a 
peared on television this morning, talking about”—Fry: 
glanced at a note—‘something he calls the Coming 
Computerised Catastrophe. I’ve spoken to him, and 
he’s on his way back here now. He says it was late last 
night when they telephoned to invite him, and he had to 
leave here very early this morning to get to the studio.” 

That figured. Blix would go any distance at any time, 
and at a moment’s notice, to get himself on to a 
television screen. But surprise, surprise, Mrs Watson 
had been right: here were the police actually giving out 
information. Feeling much more at ease, I put the 
obvious question. l 

“Yes, he did leave word to say where he was going 
and when he’d be back. At least he says he did. He says 
that just before he left he saw the butler, and told him.” 

Fry paused, no doubt for dramatic effect. I only just 
managed not to ask whether Blix had seen anybody else 
at the front door as he was leaving. My brain felt 
overheated. Blix was presumably the man Guy had 
seen going out. If so, wouldn’t Blix have seen th- 
murderer with Dobson? Must I now blow the whistle o 
Guy and his lady? 

But then I realised that if Blix had seen this Third 
Man he would surely have told the police; for Blix 
would be in the clear if he could establish the fact that 
the butler, when last seen, was in this man’s company. 
Could there have been a Fourth Man, who had driven 
away later than Blix, after seeing the murderer with 
Dobson? ' 

There did seem to have been an amazing number of 
people milling around the front door in the darkness of 
the early morning. But no other member of the 
Wrongley crowd had gone missing, nor any other car. It 
made no sense, and I must have looked as bewildered as 
I felt. Inspector Fry suddenly became very gentle. 
(Which ought to have warned me, but of course it 
didn’t.) mo 
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“Now, Mr Hayes, it’s your turn, let's see if you can help 
me. I'll tell you one other thing. From the wound on 














ad it looks as if the murder weapon was something 

ke a heavy wrench, the kind they put in some car tool 

kits. We’ve checked all the cars parked outside here, 

and the tool kit in yours has an empty socket where a 

ae big wrench ought to be. What can you tell me about 
that?” 

He waited like a cat at a mousehole. 

It was so unexpected that I floundered hopelessly. 

_ When I stuttered that I'd lent my wrench to somebody 
_ months ago, and I couldn't quite remember who, not 

~= just that minute, Fry didn’t bother to comment on this 
< lame reply. He struck again while he had me groggy. 

“Mr Hayes, on Wednesday evening you were heard 
making a telephone call that seemed important and 
urgent. You sounded. agitated. You said something 

_ about a password—and you told somebody to make 
_. Sure that ‘number two’ was killed.” 

~- = For a moment I felt I was in a nightmare. To my 

horror I heard myself saying “I can explain”, just like 

_ he corniest kind of soap opera dialogue. Then I 

_ “managed to find words. 

“Peter Novak had just given me some new informa- 
tion about the latest economic reforms in Carpathia. I 
had to contact my paper quickly—on Wednesday 
evenings the deadlines are closing in at The Econo- 
mist—to tell them to kill a piece that I’d written last 
week and left with them for use in this week’s issue, and 
to substitute an earlier version—number one—which 
would now be much more appropriate.” 

“And the password?” 

“Td left the earlier version stored in my word- 
processer. They needed the password to get it out.” 

The inspector listened impassively to this rigmarole, 
probably thinking it was more original than my story 
about the wrench, but much less plausible. 

“We can check all that, of course. Just one other 
thing, Mr Hayes. When we moved the body, we found a 
copy of The Economist under it.” 

I breathed again. This hardly seemed incriminating. 

“There are lots of back numbers in that library. I 

xpect some of them got into that litter on the floor.” 

“This wasn’t a back number, Mr Hayes. It was the 
latest issue, out today. In a wrapper with your name on 

it How do you suppose that got there?” 

I know they don’t hang people in this country 
nowadays, but the prospect of being arrested for 
murder still concentrates the mind wonderfully. My 
mind leapt straight out of panic into clarity. 

While I was explaining that my dear colleagues in St 
James’s Street, hearing how worried I was about the 
Carpathia article, must have rushed off a copy of the 
new issue by special courier to reassure me, I saw that a 
Third Man—the courier—could now be accounted for; 
that it might be possible to identify a Fourth Man too; 
and that, with luck, I might still keep Guy out of it. I 
said: 

“The courier may be able to tell you what time it was 
when he handed it over to the butler; I think those 
chaps keep records of their times and mileages. Any- 

way, he presumably saw Dobson later than Blix did, 

. and he may very well have seen the killer too; because, 
if Dobson still had that copy of the paper in his hand, he 


AIST DECEMBE 
































1 49B5 






must have been murdered only a few minutes after t 
courier had given it to him.” 

Given something new to bite on, Fry wasted no ti 
chewing over it. He summoned two of his men and th 
went into a frenzy of telephoning. While they waited f 
the answers to come, I found I had been magical 
promoted from the position of chief suspect to that « 
collaborator and confidant. 

The inspector sat back and looked more friendly tha 
I would have thought possible. He said: i 

“Thank you, Mr Hayes, you may have put u$ on 
something there. Any more ideas? I don’t mind t 
you now, there still isn’t the slightest indication 
motive for the crime. Can you suggest any reason wh 
anybody should commit this murder?” 
The relief was almost intoxicating, but although | 








































made me bolder it didn’t seem to rob my mind of 
new-found clarity. And at that moment I saw Jo 
Brett limping past the window. 

“I have one suggestion. Suppose the real target y 
one of the people who have been attending t 
conference, and Dobson somehow got in the way.” 

“Anybody in particular?” : 

“Well, as regards most of the people here, I ca 
imagine why any kind of killer should be going af 
them. But there’s at least one exception—Mr Br 
He’s not just the head of the state bank in Antillia, | 
really the mainstay of its government, which is one 
the Caribbean’s democratically elected ones. A t 
state like that can be highly vulnerable. There h 
been cases of a coup being attempted with just 
handful of hired mercenaries. 

“If I was planning such a coup I'd prefer to have Jol 
Brett out of the way. If I was timing it for aroun 
Christmas—which is a good time to catch people off. 



















alance—and I heard that Brett had cancelled his plans 
y stay in Europe over Christmas and would be coming 
ome this weekend, I’d try to do something to stop him. 
t I wouldn’t want to have him murdered in any 
bvious way, because that could set off alarm bells. 
ople might be alerted in Antillia itself, and maybe a 
ritish warship, or an American one, would show up.’ 
It was all speculation, much more appropriate for a 
loquium on futurology than for.a murder inquiry. 
ut Fry gave it a respectful hearing. He asked: 

“What about his foot? That car that hit him, do you 
hink that wasn’t just an accident?” 

“Well, if it was an attack on him it was badly bungled. 
tead of putting him in hospital, it made him change 
is plans and decide to go home. Either way, whether it 
as a genuine accident or not, they'd be afraid that a 
econd ‘accident’, coming right after the first one, could 
rouse suspicions. They'd have to think of something 


ferent. Suppose they tried to bribe Dobson to 

dminister something that would make him ill?” 

“And when Dobson wouldn’t do it, they killed him to 

hut his mouth?” 

‘Could be. And they might have figured it out that a 
erious murder here could prevent Mr Brett getting 

vay—and there’d still be nothing to draw any special 

ttention to him, he’d only be one of this whole crowd 

ere, so those alarm bells wouldn’t start ringing.” 


* 


the inspector was beginning to feel that this was about 

far as he could go in encouraging my imaginative 
wers. 

‘But there’s still not a scrap of hard fact to go on”, he 

as saying, when Mrs Watson suddenly appeared. 

¿Fry glared at her. He was obviously going to say he 
as far too busy to be interrupted. The meek little Mrs 


















Watson who had seemed to us : just an “old lady 
from Dubuque” (and, oddly enou he told me later 
that she had been born in that part of Towa) would have 
backed out, abashed. But this was a Mrs Watson 
transformed. Her eyes were flashing, and she cut right 
through the rebuke that Fry started to utter. 

“Inspector, that man Collins who was here on 
Wednesday was an impostor, And he didn’t go back to 
London that evening, he stayed on at the inn in the 
village. He was seen talking to Dobson there yesterday, 
trying to persuade him to do something, and he checked 
out early this morning in a great hurry.” 

The inspector recovered his ath and his grip on the 
situation. He asked only a few crisp questions. Mrs 
Watson’s answers were equally crisp. She had got it all 
from the barmaid at the inn, who had « come across to 
the Hall to talk over the day’s sensation with her friend 
the cook. Mrs Watson had promptly called the London 
office of the Boston Post, and they denied all know-. 
ledge of any Joe Collins. 

Once again Fry, lifted on to a fresh scent, wasted no: 
time. Within minutes he had sent out a description of 
the man who had called himself Collins, and the 
number of his car (Mrs Watson had got that, too, from 
the people at the inn). They caught him at a cross- 
Channel car ferry. ‘There were traces of blood on his 
shoes; his passport was a forged Canadian one; his 
fingerprints were on file, and they linked him with what 
is commonly called “organised crime” in the United 
States. When the courier recognised him as the man he 
had seen speaking to Dobson at the Hall’s front door, 
he cracked, and talked. All that speculation of mine 
proved to be very close to the mark. In New Orleans, 
less than 48 hours later, the FBI pounced on a gang of 
“soldiers of fortune” of various nationalities as they 
boarded the craft from which they had been going to 
swarm ashore in Antillia on Christmas Eve. 


* 


The members of a colloquium are apt to behave rathe 
unusually when they are saying their goodbyes after 
they have spent a day eyeing each other and wondering 
which one might be a murderer. Vinci was wonderfully 
polite to Blix. Blix was uncharacteristically silent, 
Hetkinen uncharacteristically voluble. Hilda, although 
rather subdued, made the most of the fact that she had 
at least been right about that French window being a 
red herring. Guy presented me with a bottle of arma-_ 
gnac—a reward, I think, more for my discretion than 
for my detection. 

If a prize for detection had been awarded, there 
would have been no debate about who should get it. 
Without any dissent whatsoever (which may be unique 
in the history of colloquiumts) Mrs Watson was hailed as 
the woman of the hour. And in fact she did get a prize. 
She accepted John Brett’s invitation to spend Christmas 
in Antillia as his guest, although she begged him not to 
lay down the red carpets that he obviously had in mind. 
She merely said—reverting to the placid manner that 
had so completely fooled us all—that now she had the 
perfect excuse to give to those cousins in Kent: 
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HORSERACING SURVEY 1 


An extraordinary time at the horses 





Norman Macrae has been researching into another industry he 
previously knew nothing whatever about. He writes: ‘‘Because 
of three Bedouin princes, some misapplied American tax 
dodges, and a Mersey bookmaker’s horsedealing son, the 
world’s finest horses are suddenly again training and running on 
English grass. Britain may manage to keep things this lovely 
way, even though the boom in yearlings’ and stallions’ prices 
now resembles Wall Street's in early 1929. It is just about to 
crash.” We have splashed his account into full colour, in the 
hope that most people will read it while relaxed 


Many of the world’s richest, cleverest and 
noblest people derive much of their en- 
joyment in life from trying to win a bit 
more money on British racecourses, by 
some interesting brainwork which makes 
it statistically certain that most will lose a 
lot of money instead. This is sensible, 
because these racehorse-owners have 
fun; and unwillingly gracious, because 
they thereby finance a lot of the fun that 
the rest of the British people gets from 
losing an average 35p per adult on horse- 
betting each week. 

This very English industry based on 
compulsive loss-making is fooling the 
prophets again. For the past 20 years, all 
the wealthiest and weightiest folk have 
wailed that English horseracing is bound 
to slide into sunset, unless the govern- 
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ment will legislate to stop the British 
public from enjoying the world’s most 
competitive betting shops. If only there 
were a tote monopoly or statutory en- 
forcement of other unworkable restrictive 
practices, explains each poor racehorse- 
owning millionaire, then old-age pension- 
ers’ 10p each-way bets could be much 
further mulcted so as to subsidise more 
deserving causes like Lord Howard de 
Walden and himself 

More through cowardice than good 
judgment, successive British govern- 
ments have resisted this pressure, and 
Britain still has the least subsidised horse- 
racing in the world. 

The result is that its racing is booming 
into a temporary golden age, and in these 
next few years there is a lovely possibility 


that a jet set of British thoroughbreds 
could win the richest foreign races almost 
wherever they deign to set hoof. 

Now for the worse news. Inflation in 
two sectors during this boom has already 
soared to levels that must bring a crash. 
Some time in the next few years there will 
be a worldwide fall in the prices of top 
stallions and top yearlings. Some people 
who have become overcommitted to the 
past ten years’ one thousand per cent 
inflation in the prices of both these sorts 
of horses will go very bust. 

Where until recently the active minor- 
ity of Britain's 16,000 registered owners 
were willing to lose a few thousand 
pounds per horse, there are now suddenly 
and temporarily also a handful of exuber- 
ant Arabs willing to risk losing several 
million pounds per horse. In auctions 
across the world they have been confront- 
ed at eyeball level by at least one compet- 
ing international group of buyers, led by 
Mr Robert Sangster. Mr Sangster’s group 
bids up the prices of yearlings which it 
regards as potential stallions, so as to 
breed yearlings to sell to the same Arabs 
at what it trusts will be even higher prices 
in four years’ time. 


Neigh 

In no other industry has inflation thus 
been artificially steamed up without even- 
tually crashing, and the equivalent of the 
London property debacle in 1973-74 will 
soon happen in racing. But the crash 
should take different forms in the main 
auction market which is the United 
States, on the most delectable racecourse 
which is what Britain can remain, and 
(but leave discussion of this to later) in 
their failing challenger France. 

By far the highest auction prices are 
sull reached in the United States, where 
accountants tell rich men to buy horses to 
take advantage of one of the tax loop- 
holes which (here's some more bad news) 
President Reagan's proposed tax reforms 
are sensibly designed to close. 

By obeying his accountant, a sporting 
American millionaire can divert what 
would otherwise be tax payments into 
subsidising the purchase of a lottery ticket 
in the form of a young thoroughbred, 
which might suddenly become worth 
$40m at stud by winning the Epsom or 
Kentucky Derby during its very brief 
racing career. Secreto won the 1984 Eng- 
lish Derby on his third and last appear- 
ance On any racecourse, and was prompt- 
ly syndicated in Kentucky for near to that 
amount. The big American studs now pay 
almost as much for stallions that have 
won top British races as for winners of top 
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American races, partly because the Eng- 
lish winner is less likely ever to have been 
stuffed with drugs. 

So the sporting millionaire’s next 
choice, whatever his nationality, is 
whether to watch his lovely thoroughbred 
have its three-to-six races in American 
dirt-track stadia (which are rather seedy, 
like English greyhound tracks, because 
compulsive gamblers are compelled by 
many American states’ anti-gambling 
laws to do much of their betting on 
course) or on some English meadow 
(curtseying to Queen Elizabeth at Royal 
Ascot, mingling with milords). Unsur- 
prisingly, the English turf is now attract- 
ing the cream of each generation of 
American horses by the very outdated- 
ness which earnest sociologists had ex- 
plained must hasten its decline. An in- 
creasing number of the yearlings bought 
at prices up to $13m at those temporarily 
tax-dodger-boosted American sales are 
being imported across the Atlantic to 
train and race on English grass. 

The economics of what the people 
importing these horses think they are 
doing can be curiously calculated from 
that $13.1m yearling bought at Ken- 
tucky’s Keeneland sales last July (see 
picture below). If a $13m yearling bought 
in 1985 hits top jackpot by winning the 
1987 Derby, then it will be salable as a 
stallion at something just under $40m. 
This is equivalent to betting your $13m on 
the 1987 Derby at two-to-one against 
(remember a winning punter gets his 
stake back). Any bookie would quote you 
odds of at least 15-to-one against any 
named horse winning the distant 1987 
Derby, and at the bookie you would not 
have to buy it £20,000 worth of training 


HIP NO 


215 


13 100000 





Gone for $13.1m but why? 


and hay in the two years meanwhile. 

The total prize money for the 6,814 
different horses that competed on the 
English flat in 1984 was just under £17m, 
but owners’ net prizes cannot have been 
more than £8m. The annual depreciation 
during their brief two years’ racing life of 
the 100 most expensive but by 1985 un- 
successful horses (total capital cost: over 
£40m) was near to £20m. Add the guessed 
annual depreciation on the other 6,714 
competing horses, and their £70m a year 
maintenance cost. Racehorse owners in 
Britain must now be throwing something 
like 20p in pursuit of each Ip of prize 
money for which they and others can 
hope to compete. 

The bad news is that this booming 
British industry—on whose ruling Jockey 
Club sit at least 20 of the country’s top 
bankers and businessmen—has a balance 
sheet of that sort. The good news is that 
most of the money is being thrown by 
foreign tax-dodgers or (as with sheikhs) 
foreign tax-collectors. Only one of the 
English turf’s top 10 racehorse-owners in 
1985 had his main residence in Britain. 





Praise dishes, Paddy and a tea lady 

The average reader of The Economist will 
say: advise me how I can get on a 
receiving end of some of the pots of 
money thus being thrown. There should 
be one Reuters-type bonanza ahead, but 
a company called Satellite Racing Ser- 
vices (SRS) will probably grab it. If full 
television is allowed into Britain’s 11,000 
betting shops next spring SRS and the 
racecourses intend to sell them closed- 
circuit live screenings of races. These 
should later be decodable for a fee on to 
satellite dishes on people’s roofs. Because 
these will eventually include internation- 
ally telecommunicable betting and call-up 
of form (“show me the last three races of 
horse number five, with stopwatch tim- 
ing”), they are the commercial future of 
the sport, and it is good that Britain is 
recognising this early. 

Otherwise beware, in Britain, of being 
invited to join a better class of mug. 
There are now flotations of small farms 
whereby private British investors can ob- 
tain “business expansion scheme” tax 
relief at their highest marginal rates of 
income tax, by subsidising some country 
lady to live in the style to which she is 
accustomed (“hunted with the Pucker- 
idge since 1945”) while she buys foals and 
sells them as yearlings, thus hoping to 
catch each year’s inflation, without hav- 
ing noticed that in late 1985 yearlings’ 
prices went down. Many of these prospec- 
tuses look as safe as the Bank of England 
when assessing a JMB bank. Peer socially 
lower for horse-sense. 

A top accolade goes to a Mr Paddy 
Burns, who had been wont in the 1970s to 
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buy mares for his County Kilkenny farm 
at a few hundred pounds apiece. In 1982 
he sent a mare to be covered by a 
Sangster stallion (Hello Gorgeous) which 
had bred a filly bought by the Arabs but 
whose stud value the Sangster team had 
an incentive to bid up. When the yearling 
appeared at the Tattersalls 1983 sales in 
Newmarket, said Ruff s Guide: 
It was beyond most people’s wildest esti- 
mates when the hammer fell at 1,550,000 
guineas—an exalted and surely extravagant 
figure ensured by the fact that both the 
chief shareholder in the colt’s sire Hello 
Gorgeous, Robert Sangster, and the owner 
of the colt’s half-sister, Sheikh Maktoum 
al-Maktoum, seemed prepared to go to any 
lengths to buy him. . . To many observers 
the price for this son of an unproven sire 
was beyond all reason, particularly as his 
pedigree suggests he might even have prob- 
lems in lasting a mile, and to some it was 
explicable only as part of a grander plan— 
the “hyping” of Hello Gorgeous. Whether 
it was that, or whether it was simply 
another example of the classic auction 
situation in which two vain, extravagant 
and determined bidders hate to admit de- 
feat, the fact remains that the duel made 
Paddy Burns a millionaire, something 
which delighted the many friends of the. . . 
popular Ulsterman. 
The bidding lasted four minutes, but 
celebrations lasted longer. 

The next prize for British professional- 
ism in the boom goes to those near the 
Arab who, when he won his first classic, 
gave a £2,800 tip to three startled women 
serving him tea. But every newspaper 
owes a duty to one vested interest in 
racing: towards the half of its readers 
likely to have some bet on horses next 
year, even if only on the Derby. 

Unfortunately, any journalist who pre- 
tends to promise prosperity through an 
economic plan is as dishonest as are the 
politicians who promise the same thing, 
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and for the same reason: the market 
knows best. The most that this survey can 
seek—by pointing to some particularly 
illogical statistics in a generally illogical 
industry here, by revealing some intrigu- 
ing and gossipy secrets there, by noting 
the usual mistakes of the high horsey 


everywhere—is to give its readers a more 
intellectual run while watching other peo- 
ple lose their money. We can also have 
some instructive fun. 

The highest horsey people in the coun- 
try are called students of bloodstock’s 
stirps. 


The genetic unmentionables 


You will find your fastest horse only by meticulously good breeding over the 
past 250 years. Perhaps also your best next chairman of the board? 


Study of bloodstock’s stirps is a main 
passion of Queen Elizabeth, Lord Wein- 
stock, the Aga Khan and (most impor- 
tant) the ruling family of Dubai. Your 
correspondent interviewed the two poor- 
est of these. Why, er, are they so interest- 
ed in horses’ sperm? Unconvincing reply, 
except to romantics: because the thor- 
oughbred racehorse is the noblest animal 
bred by man. Understandable reason: 
because there is the same satisfaction in 
breeding a Derby winner as in solving a 
whodunnit, and you can at present get a 
$40m price for that Derby winner as 
stallion. Dark secret reason: you get the 
best horses by keeping the same pedigree 
genes in the family back to the 17th 
century, so it is possible (although un- 
mentionable) that you would get the best 
people in the same way. 

It is scientifically proven that you will 
find the world’s fastest horses for Ep- 
som’s. undulating 13 miles four Junes 
hence only through obeying about 40 
rules like Sir Francis Galton’s: 

If one half of the average distance of the 
races won by the sire and the dam, excluding 
two-year-old races, is added to one-quarter 
of the similar averages for the four grandpar- 
ents and one-eighth for the eight great- 
grandparents, plus one-eighth for the 16 
sires and dams of the next previous genera- 
tion, a stamina index can be obtained which 
will serve as an approximate guide to the 
potential distance up to which any particular 
horse can be expected to win races 


It is scientifically conceivable that you 
should construct some similar index for 
picking your best next managing director. 
This must be a comforting secret 
thought for members of ruling families, 
and a fascinating one for Lord Wein- 
stocks who hope to pass their brilliant 
cleverness down generations of Wein- 
stocks to come. But it is more respectable 
at present to talk about this with horses. 
The superiority of good breeding over 
plebeian effort has been proven on the 
racetrack for nigh 300 years. All the 
thoroughbred racehorses on all the race- 
courses of the world are descended from 
three Arab stallions imported into Britain 
between 1687 and 1729. These were the 
Darley Arabian, the Byerley Turk and 
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the Godolphin Barb. 

The Darley was bought by an English 
merchant in Aleppo in 1704. The Byerley 
was taken by a soldier who fought the 
Turks in Hungary in 1687, and it was 
ridden as a charger by King Billy’s Colo- 
nel Byerley during the 1690 Battle of the 
Boyne (this should have deterred decent 
Irishmen from betting on its descendants 
like Arkle, but somehow never did). The 
Godolphin was given by an Emperor of 
Morocco to a King of France, who bour- 
bonishly let it be bought by an English 
horse dealer in Paris in 1729. 

These three Arabs injected the right 
verve into a waiting brood of 37 English 
mares which—having been steadily im- 
proved from the reign of Richard I to 
Charles II—were by then themselves the 
products of the best horses of all nearer 
nations. Racehorses are thoroughbreds 
because, unlike humans, their skilled 
breeding has not been impeded by racist 
anti-immigration laws. Modern British 
human athletics at distances below 800 
metres have been hugely improved be- 
cause the immigration of the present star 
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sprinters’ black sires in 1945-64 was rela- 
tively free, although at distances above 
that the products of the native white stirp 
have a faster stride. 

The stud feats of the three Arab stal- 
lions started a process of scientific breed- 
ing by racecourse test over 250 years, 
which by 1930 meant that the English 
thoroughbred could beat all other horses 
at the classic distances by about 50 yards. 
“Anybody who wanted to challenge this 
national monopoly”, chortled the British, 
“would have to start breeding for about 
another 250 years”. 

The result, of course, was that the wily 
Irish started to train the horses more 
cheaply; while the mercenary French 
started to train them for more glittering 
prizes; and the richer Americans started 
to buy all the best British bloodstock up. 


Second Arab rescue 1977-85 

That American buying seemed all-con- 
quering in the early 1970s. By then on 
English tracks, as Mr Jocelyn de Moubray 
reminisced in his spicy recent **Horserac- 
ing and Racing Society”: 

The defeat of an American-bred horse was 

an event worthy of celebration, and the 

more an animal had cost at Keeneland. the 
louder rang the cheers 
Those cheers were likely to grow rarer 
unless, by some miracle, somebody could 
afford to raid America to buy the best 
bloodstock back. 

Somebody did. The years 1977-85 saw 
the second rescue of English racing by 
three well-bred Arabs. This time each 
was an owner, not a horse, Enter, as 
spectacularly as at his wedding, Sheikh 
Mohammed and his two Maktoum broth- 





The Byerley Turk. He had more fun after the Boyne 
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The other founding fathers. The Godolphin Barb (left) and the Darley Arabian 


ers from the ruling family of Dubai. 

At that wedding in Dubai. Sheikh Mo- 
hammed hurtled past his guests standing 
upright on one of his racing camels, and 
came back the other way standing upright 
on a galloping horse. He entered the 
international racing scene by piloting his 
private Boeing 727 on to the Blue Grass 
Strip in Kentucky, and disgorging his 
Boeing-load of advisers to buy the Mak- 
toums $40m worth of American yearlings 
in 1983. The Maktoum family has since 
repeated this at yearling sales round the 
world, and it now owns about 550 expen- 
sive horses in training or at stud. Two- 
thirds are in Britain, a country for which 
Sheikh Mohammed has an affection curi- 
ously acquired at a commercial languages 
college in Cambridge, an officers’ train- 
ing school in Aldershot and an Outward 
Bound course in Scotland barefoot in ice 
and snow. 


Why Maktoums matter 

It is a useful affection, because the Mak- 
toums’ total investment in British racing 
(both facilities and horses) now probably 
exceeds £500m. Some establishment 
stomachs are therefore worried sick by 
the thought of what might happen finan- 
cially and politically in Dubai, a country 
whose 250,000 population is slightly 
smaller than Croydon’s. 

Sheikh Mohammed is the third but 
probably ablest son of the present ruler of 
Dubai. The father, now ailing. is a mer- 
chant prince who has enriched his country 
not only by shrewdness in discounting oil 
but also by keeping Dubai as the smug- 
gling centre of the Middle East. In his 
working months Sheikh Mohammed is 
already in charge of Dubai's internal 
security (no sinecure, with fundamental- 
ists objecting to the expatriates’ night- 
clubs), and is also defence minister for the 
whole United Arab Emirates (in which he 
is greatly respected, as a possible media- 
tor in the Iraq-Iran war). 


English pessimists say the sheikh is 
bound to be called home from his years at 
the races when his father dies. English 
optimists say that accountants could now 
best run the family business of ruling 
Dubai, with the Bedouin princes com- 
muting home from English estates when- 
ever it seemed desirable to display to 
Dubai their panache. 

English realists had better recognise 
that, whether the Maktoums stay or go, 


they will soon not be a big factor annually 
increasing the demand and price for 
bloodstock. If they stay, they intend to 
become owner-breeders, annually in- 
creasing the supply of it. which means 
that they will by about 1990 be tending 
annually to bring the prices of all sorts of 
racehorses down. 

This should provide a superb opportu- 
nity for any country whose establishment 
is non-inbred enough to understand it. 


The British way ahead 


Needed: overseas millionaires, powerful members of the British Jockey Club, 
competitive bookies and Robert Sangster (who is all three) 


The right British aim for 1985-95 is to 
continue to make Britain the nicest envi- 
ronment to which rich men can come to 
waste their money on horses. Let the 
owners flock in from America, Japan, the 
rest of the Far East, Australia, continen- 
tal Europe, all those very rich men from 
very poor countries, and many more from 
Araby. Let the satellite television pic- 
tures stream out to all the world, expen- 
sively sponsor-advertised, with facilities 
for telecommuters’ betting out of listed 
bank accounts. Let competitive British 
bookies, banks and advertising agents 
prepare for that bonanza. It does not 
matter where the horses are bred (that 
will soon be done by artificial insemina- 
tion anyway). but it does matter that the 
main international owners train and race 
in Britain. How to attract them? 

About 50 Arabs are now English race- 
horse-owners besides the Maktoums 
They include the shrewdest. called K 
Abdullah on the racecards, which means 
Prince Khalid-al-Abdullah of Saudi Ara- 
bia. Last season he had 184 horses under 
training, of which 121 were in Britain, 47 
in France and 16 in the United States. 
Why do these Arabs race most often in 
England, when they could win richer 


prizes in France and America with the 
beautiful horses they can afford? 

The usual answer is that they don't race 
in France because most don’t know the 
language, and that they don’t race in 





America because of the Jews. More deli- 
cately, the establishment started wooing 
rich Arabs in about 1977, saying that 
British horseracing is a sport for gentle- 
men, run on grass, while the Americans 
harm horses’ legs by flat-racing all year on 
dirt. Above all, it was whispered, in 
Britain owners will meet fewer diddles 
and less dope. Britain’s advantages on 
those are created by two of its institutions 
that despise each other: its competitive 
bookies and its patrician Jockey Club. 


On Ladbrokes and lords 

First, the bookies. When a victorious two- 
year-old at Leicester two years ago came 
back to the winners’ enclosure, laughing 
through what were plainly a three-year- 
old’s teeth, it was the cheated bookies 
who helped track the ringer down. In 
many American states where off-the- 
‘ourse betting is illegal (ie, is controlled 
vy the Mafia), co-operation would be 
embarrassing. Also America’s tracks are 
made seedy by the plebeian compulsive 
gamblers who come to bet on-course, 
rather than off-course with the crooks. In 
Britain, the compulsive gamblers sit in 
betting shops, where they can bet on (to 
them indistinguishable) horse and grey- 
hound meets all day. 

The second reason why English rac- 
ing’s nose stays clean is the feudal power 
of the Jockey Club, which was born in 
1750 as a private club for owners (regis- 
tering the colours of seven Dukes, four 
Earls, five lesser lords) and still acts like 
it. Its 120 members now include 31 lords, 
21 chaps who call themselves Major or 
above, a Hambro, a Rothschild, a Sieff, 
an English test-match fast bowler, the 
Sangster, the Laker, the Weinstock, ex- 
actly the right mix. It disciplines bump- 
tious little 25-year-old millionaires (called 
jockeys) and fellow old Etonians who 
dine with the Queen Mother (called train- 
ers), in a way that comprehensive-school 
headmasters could never discipline ten- 
year-old schoolboys today. 

“Also,” says one anglophile Arab, 
“the Americans abuse their horses.” He 
had just refused to sell a Group One 
winner to America as a stallion even for 
over $10m, because the Americans ex- 
pect stallions to cover perhaps 70 mares 
during the February 1Sth-July 15th mat- 
ing season, while the British think it 
disgusting to cover more than 45-55. 
Mating is restricted to those months be- 
cause a racehorse (which has 11 months 
gestation) is deemed to be a one-year-old 
when it passes its first January Ist, so it 
would be disastrous to have a foal born on 
December 31st, and indeed uncompeti- 
tive to bear one later than June. A macho 
might say he would not feel abused by 
being required to copulate with 70 of the 
most beautiful of his breed in the space of 
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The Americans race all the year on dirt 


150 days, especially at a copulation fee 
of $100,000 a go; but decent horses resent 
it. 


Sangster bids in the boom 

The distaste of the aristocrats for bookies 
is complicated by the brilliant bookies’ 
son who has revived their sport. Although 
Mr Sangster is known on his native Mer- 
seyside as the son of the founder of 
Vernon's football pools, he entered his 
racing career with rather little inherited 
money and more loans. 

Until 1966 the long-time record price 
for a yearling was 27,000 guineas paid for 
Sayajirao by the Gaekwar of Baroda at 
Newmarket in 1945. Now the European 
record is 3.1m Irish guineas paid by 
Sheikh Mohammed in 1984 for an or- 





Sangster, Piggott, O’Brien stock studs 





phaned son of Shergar; while the world 
record is the $13.1m paid in 1985 at 
America’s Keeneland by Mr Sangster’s 
consortium for a son of the 1970 English 
Derby winner Nijinsky, which means it is 
a grandson of the great American sire 
Northern Dancer, into whose blood line 
Mr Sangster has heavily bought. 

The competition between the sheikhs 
and the Sangster is so crucial that most 
people low down in racing hate to talk 
about it. Those higher up are garrulous 
about it, but then insist that you must not 
repeat what they say. Fortunately, the 
higher you go the more people admire Mr 
Sangster, so here is a composite quote: 


The Maktoums entered the sport for the fun 
of winning races. Robert Sangster entered 
the business of making stallions. Sangster 
also bets, which the Maktoums don’t. When 
Sangster appeared, the establishment debat- 
ed whether he was a fool or a crook. It 
wanted to believe he was a little bit of both. 
Actually, he is very much none of either. 
Don’t you knock Sangster. He’s been a 
marvellous thing. . . . 


Mr Sangster started operations by recog- 
nising something you and I didn’t. 

He saw that the best Northern Dancer 
yearlings like The Minstrel (for which he 
paid $200,000 in 1975) could only be 
bought in the United States for apparent- 
ly enormous prices; but that these could 
be made into lower real prices by consor- 
tiums with Americans whose need for tax 
losses best fitted with the deal proposed 
by yourself. He then brought The Min- 
strel to Europe where in what was only its 
fourth and yet last race it won the 1977 
Derby. He then immediately sold it as a 
stallion back to North America for $9m, 
while retaining some shares and a big 
profit for himself. Today he is buying and 
selling foals, yearlings, trained race- 
horses, broodmares, stallions, studs and 
racing establishments on all five conti- 
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nents, all the time. Newpapers variously 
report that he has either 400 or 600 or 
over 1,000 horses; but such figures are 
meaningless. Mr Sangster shrewdly half- 
sells some of the horses he is buying, 
including the ones he must be buying 
partly from himself. 

The soaring yearling and stud markets 
of recent years have offered scope for 
entirely legitimate “churning” opera- 
tions, like those Joseph Kennedy carried 
through Wall Street in the 1920s. 


That visit to Dubai 

Remember (a) that Joe Kennedy resent- 
ed being the son of a self-made million- 
aire, slighted by Boston’s Brahmins, so he 
spited them by becoming a self-made 
billionaire and founding a presidential 
dynasty; (b) how successfully Kennedy 
exited just before the 1929 Wall Street 
crash; (c) what the Kennedys’ latest biog- 
rapher said of the 1920s: 

The desire to win was something Joe Kenne- 

dy had in abundance. “It’s easy to make 

money in the market,” he told another 
investor, “we'd better get in before they pass 

a law against it.” He became savvy at market 

manoeuvres others considered shady and 

even illicit. One of his favourites was the 
stock pool, in which a few big traders got 
together to buy blocks of inactive stock, 
creating the appearance of a boom, trading 
their shares back and forth until this churn- 
ing had drawn in less sophisticated investors. 

When the price of the stock had risen to an 

agreed-upon level, they took their profits 

and left the others holding the bag as the 
stock sank back to its true market value. 

One acquaintance compared his mode of 

operation to the moves of a billiards play- 

er—constantly shifting his position round 
the table, taking tricky carom shots, always 
playing the angles rather than hitting the 
object straight on. 
Until 1977 Mr Sangster was bidding up 
prices by competing at auctions with 
(especially) Mr Stavros Niarchos. When 
the Maktoums appeared, ready to bid 
against the world, Sangster and Niarchos 
joined forces. Mr Niarchos and a chang- 
ing caste of American millionaires are 
now usually regarded as among the bank- 
ers of the Sangster group, just as the Irish 
trainer Mr Vincent O'Brien is the group's 
horsey expert and Mr John Magnier 
seems in charge of everything else. 

There was a frisson through the racing 
world this year when it was learned where 
Mr Sangster, Mr O’Brien and Mr Mag- 
nier were spending their spring holiday: 
in an unusual seaside resort, called 
Dubai. 

Mr Sangster and the Maktoums are 
genuine friends, and co-operation be- 
tween them becomes more likely whenev- 
er it is most denied. The international 
racing scene now resembles Wall Street in 
early 1929, a good time to stop playing 
high-stakes poker at stud. 





Shergar wins his Derby. Others also ran 


Stud poker 


From hyped stallions, throu 


The winner of the 1971 English Derby, 
Mill Reef, will give your mare a foal for 
£100,000. Although now a 17-year-old 
with a dickey heart, he has been covering 
more than 40 mares a year since age four; 
and so has recently brought some £4m a 
year to the English National Stud at 
which he stands. Since old Northern 
Dancer in America is still just covering 
mares at age 24, a churner will say a new 
stallion might have lifetime earnings of 
over £80m in today’s pounds. Don’t be- 
lieve him because (1) Mill Reef's copula- 
tion fee was only £10,000 in 1972; (2) 
consider disasters, like Shergar’s. 


The syndication of Shergar 
The Aga Khan's Shergar won the 1981 
Derby with ease, and the Americans 
offered nearly $40m to syndicate him. 
Instead the Aga Khan chose an orthodox 
40-share syndicate for £10m to stand in 
Ireland near his own broodmares, which 
provides an opportunity to explain what 
an orthodox £10m syndicate means. It 
means that Shergar was divided into 40 
shares of £250,000 each, and the holder of 
each share could “nominate” a mare to 
be covered by Shergar each year, or else 
sell the nomination at a changing market 
price. The Aga Khan kept six shares 
himself, and sold the others to 34 share- 
holders from nine countries. The roll call 
of the 34 began: Maktoum, Sangster, 
Coolmore Stud (which is Sangster-group 
owned), Khalid Abdullah, another Mak- 
toum, Lord Derby, Lord Howard de 
Walden, Paul Mellon, Stavros Niarchos 
and 25 other names of people or compa- 
nies well known in the sport, who must all 
have assumed they were on to a very good 
thing. 

For the first four years stud fees to 


h steroided yearlings, to 13-minute-long racing 
careers and even a few tips for punters 


Shergar were to be just over £60,000 a 
covering, so all those who had paid 
£250,000 could expect in those four years 
to get their money back. By that fourth 
year Shergar’s progeny would be racing, 
and shares or nominations could then be 
sold at market price, according to the 
offsprings’ success, and for pure profit. A 
Seattle Slew share had touched $34m. 

Shergar had one rutting season, cover- 
ing 44 mares and producing 36 foals. Next 
February, a well-timed week before his 
second season started, the IRA kidnapped 
him, and demanded a £2m ransom. The 
respondents split in four groups. First, the 
Irish police said there must be no negotia- 
tions; otherwise the IRA would soon be 
kidnapping every valuable horse and less 
valuable businessman in Ireland. Second, 
some of the 34 shareholders had not 
insured. They tried to negotiate, and 
every con-man obliged. One telephoner 
said this was the Aga Khan speaking, and 
the shareholders should leave £40,000 
down some particular dark alley. His 
Highness spoke in a surprising Irish 
brogue. 

The real Aga Khan called in security 
advisers, who suggested American solu- 
tions. Either, said group three, money 
should be placed where the IRA demand- 
ed, and the pick-up man nabbed; or, said 
group four, the money should be placed 
in forged and numbered bank notes, and 
anybody who spent those notes arrested. 
The Irish police forbad this. They knew 
the IRA had pinched the horse, and you 
don’t arrest the IRA by trickery, otherwise 
you all get murdered. 

Nobody is searching for Shergar any 
more. Everybody assumes he is dead, 
because the IRA say he is. For two seasons 
Irish tinkers have been selling foals called 
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FitzShergars. Their price will soar if one 
of Shergar’s 36 legitimate offspring wins 
the 1986 Derby. If a three-year-old Fitz- 
Shergar then wins a bumpers race in 1987, 
it will be alarming. 

While purchase of a FitzShergar does 
not seem a best buy, it might be wiser 
than buying a share in a top stallion at 
present prices. Some day, artificial insem- 
ination will bust the market, by making 
stallions productive in their thwarted 
July-January, and letting mares stay 
home. At present, no offspring from 
artificial insemination can be raced as a 
thoroughbred. The thoroughbreeders say 
“a good horse depends on the energy 
imparted at the moment of conception.” 
This is an unmaintainable restrictive prac- 
tice. backed by a thumping lie. 


A sport in which only some children run 
The market in stallions’ fees is already 
weak at the edges. You can get a lower 
fee if you provide a noble mare (whose 
progeny might advertise the bloodline) or 
perhaps a noble owner. The Queen can 
collect nominations like Queen Mary col- 
lected objets d'art. There are fads in 
particular stallions, built by hype. 

At present, Mr Sangster has hyped the 
undoubted virtues of the Northern Danc- 
er line to death. The latest Northern 
Dancers look too small, and don’t go in 
the wet. The next fad will be the Never 
Bend-Mill Reef-Shirley Heights line. If 
old Mill Reef's dickey heart conks when 
he starts copulating in February, nomina- 
tions to his son Shirley Heights may soar. 
Hats off to that. Shirley Heights stands at 
the Queen's Sandringham stud. Lord 
Howard de Walden owns a share, and 
that is how Shirley Heights gave him the 
1985 Derby winner Slip Anchor. 

Your correspondent’s wicked guess: 
about 300 stallions standing round the 
world are really capable of conceiving the 
winner of the 1990 Derby. The wickeder 
Mr Colin Tudge has noted in the New 
Scientist that the times of Derby winners 
are no faster than in 1911. During those 
74 years, wheat breeders have multiplied 
yields threefold, pig-breeders made sows 
twice as heavy; so horse thorough- 
breeders are flops. Come artificial insem- 
ination, maybe start again with “a prom- 
ising collection of zebras"? 

About 990 registered stallions in Brit- 
ain and Ireland are pawing the ground for 
February, but most won't get any mares. 
Those that do get them will conceive 
about 9,000 foals this February-July. 
These foals will be born in January-July 
1987, and most will aim at the yearling 
sales in July-November 1988. Only just 
over one-third will get there (see chart 2). 
Half of the yearlings that do get to market 
sell for under £15,000, and therefore do 
not cover even their breeders’ costs unless 
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Most don’t make it 





the stallion’s fee has been tiny. Why then 
are huge average prices quoted for year- 
ling sales, like Keeneland and Newmar- 
ket’s Tattersalls (see earlier chart 1)? 
Because enormous seven-figure or now 
eight-figure bids are put in for a very few 
top yearlings. 

At all these yearling sales, the same few 
hundred people stand looking quizzical, 
and are reputed round the world to have a 
“brilliant eye for a horse’. Their collec- 
tive record is terrible. 

The Maktoums have an expanding 
committee of advisers, but their most 
expensive yearling, the $10m Snaafi 
Dancer, has trained on so badly he may 
never race. The Maktoums’ second-best 
buy was made by mistake. Sheikh Mo- 
hammed bought a broodmare recently 
covered by Lord Howard de Walden’s 
miler Kris. The filly inside the mare was 
called Oh So Sharp; she won the St 
Leger, which on her breeding had been 
called impossible. 

At American and some other sales too 
many yearlings look like East German 
lady swimmers with bulges from their 
shoulders that nature never made. So as 
to fool dudes among the experts, they 
have been fed steroids as well as hay. 


HORSERACING SURVEY 7 


The best horses in Britain may run 
three times in each of their immature 
years aged two and three—a total of 
perhaps 13 minutes of racing time. Then 
they retire to be mums or dads of other 
horses, well before they reach their racing 
peak. Five-sixths of the 7,052 horses in 
British training in the middle of last year 
were two-year-olds and three-year-olds; 
only 704 (10%) were aged four and only 
458 were older, although after age three 
horses run about four lengths faster in a 
mile. The weight arrangements ensure 
that they are ridden mainly by dwarfs. 


Owners at the stakes 
As a small owner you may agree to buy a 
bargain yearling that is beautifully bred, 
but was born in July. You are then what is 
called a horse's ass. In a six furlong 
weight-for-age next July a two-year-old 
Summer Darling born in July 1984 will 
carry as much weight as a Winter Pet born 
in January six months before, but Winter 
Pet will carry nearly two stone less than a 
July three-year-old born six months be- 
fore it, and the latter will carry 111b less 
than a four-year-old born 12 months 
before. Since 3lb are meant to equal one 
length or one-fifth of a second, Summer 
Darling will be running nine lengths out 
of its class. Yet it is difficult for a trainer 
to tell the owner of just one £50,000 horse 
called Summer Darling “you'd better not 
run it as a two-year-old”, because there is 
a one-in-five chance he will have to say 
next spring “sorry your horse has not 
trained on, so you have bought a £50,000 
animal that will never run at all”. 
Three-quarters of owners in Britain 
own one or part of one horse, and nine- 
tenths own less than five horses. The 
majority of these small owners never get 
any win or place money. They lose their 
purchase price and their training fees, 
straight out. The one-tenth of owners 


Experts at Tattersalls: bid Paddy another another million for that? 
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who claim sometimes to cover their costs 
are concentrated among the 250 people 
who own between five and 20 horses, and 
the 33 who at midsummer last year owned 
more than 20. Most of the 33 are foreign- 
ers, and the few British success stories are 
the owner-breeders (such as Lord How- 
ard de Walden, less frequently Lord 
Weinstock and the Queen) who don’t buy 
at the yearling sales. 

Lord Howard de Walden has 20-25 
broodmares, and his runners in any sea- 
son will usually be their foals from two 
and three years before. He was the only 
full-time resident Briton in the British top 
10 prizewinners in 1985, which ran in 
order: Sheikh Mohammed (won £1.1m 
gross), K. Abdullah (£665,000), de Wal- 
den (£280,000), the second Maktoum, the 
Aga Khan, the third Maktoum, Sangster, 
Niarchos, Lady Beaverbrook, then an- 
other Arab. All will have spent more on a 
single horse or nomination than their 
total winnings, but Lord Howard now has 
golden stallions, with enhanced Kris and 
with Slip Anchor to come. Lord How- 
ard’s father bequeathed him half of the 
West End of London as well. 

The one-horse owners of Britain might 
be wise to form groups to imitate the 
owner-breeders. Some commercial ven- 
tures do now combine companies (which 
will lose money 19 times in 20) with clubs 
(which are genuine fun). Advice: join the 
club, not the company; advocate at pre- 
sent that it keeps fillies and sells yearling 
colts, that it copies the Aga Khan’s house- 
keeping (see later), and that it seeks 
bargains in English trainers (which, sadly, 
will become available), 


Trainers: rich south, poor north 

Last year 378 people were licensed to 
train those 7,000 horses on the English 
flat, but only 35 trainers had more than 30 
horses in their yards. Each seems to be 
another's brother-in-law; these people 
are more inbred than their horses. 

Embarrassingly, the brothers-in-law 
look like dividing into about 20 northern 
bankrupts and about 15 southern million- 
aires. In 1984 horses with the six top 
southern trainers (Cecil, Harwood, Dun- 
lop, Stoute, Hern and Hills) won £4m, or 
a quarter of the prize money available for 
all 378 trainers. The six top northern 
trainers (Hollinshead, Norton, Easterby, 
Watts, FitzGerald and Chapman) won 
only just over one-fifth as much. 

Mugs now begin north of Newmarket. 
because international owners stay in ho- 
tels to the south of it, but raid north. In 
any race even at Ripon which could make 
its winner into a potential stallion. put my 
money on the raiding Maktoums’ 229th 
worst horse. If there is a late raid up north 
by a three-year-old Sangster filly. which 
has not yet sufficient winnings to be a 





In his third race, Secreto (yellow sleeves) is whipped to his Derby and stud 


broodmare whose offspring would be 
printed in bold type in the sales cata- 
logues, put my 50p on her nose. A horse- 
box from Newbury to Ayr costs £450, plus 
lads’ expenses. 

Northern trainers do have an equal 
chance in the one-third of each year's 
3.000 races, attracting one-third of all 
prize money, which are handicaps. In 
these a handicapper has weighted all 
horses by past performance, so that theo- 
retically they should all dead heat on the 
finishing line. No sane man bets on such 
races, but some northern trainers do. The 
big southern trainers fill their boxes at 
training fees of £120-140 a week; they 
make a handsome profit. and few of them 
or their top owners bet; this incidentally 
means that the bookies’ odds on the 
better southern horses can be more gen- 
erous than the odds on worse horses from 
betting northern stables. Some northern 
stables have cut their training fees to £80 
a week. but themselves still own many of 
the horses in their yards, hoping to find 
owners later, Meanwhile they bet on 
races where they hope to know more than 
the next man; too often this means on 
handicaps, and bookies rejoice. 

Most of each year’s 9,000 thorough- 
bred foals born in Ireland and Britain 


(and of the 40,000 born in America) 
never run on the flat, and three-quarters 
of those who reach it retire before their 
fourth birthday. Where do they spend 
their next 20 years? 

About half of the retiring racing fillies 
can become broodmares. Some of the 
broodmares are sold for a few hundred 
pounds to small Irish farms, but the 
American record for an unpregnant one is 
$4m. Only one-tenth as many colts can 
become stallions, although at 10 times the 
price. The more normal exits for racing 
colts are as exports or jumpers. 

Britain exports about 2,000 thorough- 
breds a year to around 40 countries, from 
Argentina to Zimbabwe—but especially 
to the old rivals of America and France. 
where superannuated British horses can 
now win quite good prizes in their declin- 
ing years. As weekend commuters from 
Britain this year, Pebbles (a filly) and 
Teleprompter (a northern gelding) won 
$2m and $lm races at New York and 
Chicago over 1} and 1} miles. Over 
shorter distances. where British racing is 
often on straight courses, British sprinters 
are less likely to turn victoriously through 
American ovals’ 180-degree turns the first 
time they set hoof on dirt. 

Next, over the sticks. 
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Jumping eunuchs 


The economisers and the innovations ahead 


Last year 7,779 horses, aged from three to 
14, raced in 3,000 jumping races. In a top 
steeplechase 20 horses totalling 10 tons 
crash at 40 miles per hour through 16 
hedges, each of which therefore costs 
£15,000 a year to maintain. Everything 
else in the sport has to be done on the 
cheap. 

For painfully obvious reasons the win- 
ners of great jump races cannot be syndi- 
cated as stallions, because (physically, as 
distinct from figuratively) they do not 
have the balls. They therefore have to be 
bought and tayght for practically nothing, 
and last year the 7,779 jumpers were 
trained by 1,002 trainers, of whom 542 
were tiny permit trainers and another 400 
very small licensed trainers with only one 
or two horses in their yards. At the other 
end, there are seven jump trainers with 
more than 40 horses, and your correspon- 
dent visited Mr Nicky Henderson as his 
sample of those. Mr Henderson charges 
his owners £107 per horse per week (or 
around £5,500 a year), and managed to 
win enough of the jumping game's £7.8m 
of prize money last year for a surprising 
number to cover their costs. 

Only a quarter of Mr Henderson's 
horses are retired runners from the flat. A 
few, including last year’s champion hur- 
dler, are expensively bred for jumping 
from long-distance flat-racing sires; the 
top sire at present is Deep Run, from a 
Sangster stud, but you can buy even his 
progeny for £25,000. The main three- 
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quarters of Mr Henderson's horses are 
still bought out of Irish fields, in the 
manner of the Ballymacoll fairy 
which every Irish leprechaun knows 


story, 


The Ballymacoll fairy story 

Nearco’s son Archive was bred to win the 
Derby, but proved a total racecourse 
flop. He was retired in disgrace to an Irish 
field. where his fee as a stallion was the 48 
guineas which a farmer's widow could 
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afford. The widow sent to Archive her 
dead husband's ex-steeplechasing brood- 
mare, whose own dam had once been 
ridden in point-to-points by the great 
Tom Dreaper 

The resulting foal was reared for two 
years by the widow's daughter, and then 
sent as a three-year-old potential steeple- 
chaser to the auctions. At that Goff’s, old 
Tom Dreaper was advising the Duchess 
of Westminster, formerly Miss Nancy 
O'Sullivan from County Cork. He had 
loved the colts grandmother and grand- 
father, and advised the duchess to bid up 
to 1,150 guineas, which was twice what 
the widow’s daughter had dared to hope. 

To this son of Archive, the duchess 
gave the name Arkle. He was the greatest 
jumping horse of all time, winning three 
Cheltenham Gold Cups by increasing 
distances, and 27 other races under ever 
more enormous weights. All Ireland wept 
when he was only second in his last King 
George, as he came still pounding 
through that field, up Kempton’s long 
run-in, with a broken bone in his foot. 


Levy boarded 
Although jumpers can still be bought 
almost for 1,150 guineas, yours won't be 
Arkle. Only 1,510 of the 7,779 jumpers 
won races last year, but jumping is a 
graded sport from the bottom. At that 
bottom, 192 hunts ran point-to-points last 
year. Even the winners do not cover their 
costs, but future and past Grand National 
winners have run in them. Only slightly 
higher, there are £400 hurdles at Taun- 
ton. Mr Henderson would not cover his 
jockey’s and transport costs there, but 
small permit trainers do. 

For the salvation of more upmarket 
racing, enter the Horserace Betting Levy 


Brave Arkle meets his Duchess. Top left, in flight 
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Board—a welcome quango now chaired 
by Sir lan Trethowan, formerly director- 
‘general of the BBC, and before that politi- 
cal and horseracing correspondent of The 
Economist. 
= Two arguments engulf the Levy Board. 
Each part of the establishment says that 
the board should give more of the £20m a 
year levy income to itself. All of the 
establishment says (unitedly wrongly) 
that the board should milk much more 
than £20m a year from the bookmakers. 
The board uses some of the bookies’ 
£20m a year to increase owners’ prize 
money (see chart 3), and is wisely concen- 
trating on the less plush races. It also 
finances (eg) veterinary research, an ably 
‘open eye against betting cheats, starting 
stalls, photofinish cameras—and in other 
ways helps keep open Britain’s 59 race- 
courses. Since 13 of these 59, admittedly 
including Epsom and Aintree, have rac- 


ing for less than a dozen days a year—and. 


since there were only 180 paying specta- 
tors at Wolverhampton last month— 
should lots of the courses really be 
closed? 

When racing started at Newmarket, the 

< eighteenth-century Jockey Club said that 
ordinary people should not be allowed to 
watch it. Today high admission fees keep 
them out, and this has saved racing: the 
`. yobs at Yorkshire cricket or football 
matches would make racist grunting 
noises at sheikhs. Tomorrow courses will 
survive by selling their product competi- 
tively to satellite television. and those 
that seek to attach upmarket advertise- 
ments had better make their facilities 
more upmarket even than Wimbledon 
tennis does. Epsom will always have 
exciting but rather few racing days be- 
cause owners hate to send their valuable 
two-year-olds to its five furlong course, 
which is like racing down a cliff. So the 
best development scheme for Epsom 
“might be to turn the grandstand into a 
luxury hotel, with balconies overlooking 
the course. It is desirable to have more 
races in evenings and races on Sundays, 
but crucial that betting shops should then 
also be open. Nothing would hit British 
racing worse than a return to illegal 
‘betting, when betting shops are closed. 


Bet away 
Britons bet £2.7 billion a year on horse 
‘facing, almost all in their 11,000 betting 
“shops. This is an astonishing £67 per adult 
Briton, although the bookies say they 
give 80% (net of tax and levy) back to the 
winners. That still leaves each adult losing 
35p.a week. 
The present pet proposal of some con- 
servatives is to expropriate this huge 
> competitive leisure industry, and to re- 
turn off-course betting to street-corner 
gangs with slashing razors. Again and 








again your correspondent was told: Brit- 
ain should have a system like Australia, 
with bookies and tote competing on the 
courses, but a tote monopoly off them.” 

Since five out of six Britons prefer not 
to bet with the tote when they have their 
present competitive choice, and since the 
object of a tote monopoly would be to 
milk punters further, this advance to 
Australia fair would really mean a retreat 
to the British system which was breaking 
down before the 1960 Betting Act. 

Until that act, the rich could bet on 
credit with established bookmakers. but 
ordinary people had to bet cash through 
illegal bookmakers unless they shirked 
work to go ta the track. A lot of illegal 
bookies paid protection money to the 
protection gangs and the police, but the 
rival protection gangs (remember Gra- 
ham Greene's “Brighton Rock“?) in- 
creasingly cut each other up. Then the 
illegal bookies started nobbling the hors- 
es. A rich bookmaker is one who knows 
that an ante-post favourite for the Derby 
will not run in it. The ante-post favourites 
for both the 1958 Derby and the 1961 
Derby were injured in their stalls. Critics 
of the 1960 bill wailed: “the big bookmak- 
er barons will now have more money with 
which to nobble horses.” Instead, they 
spend their stockholders’ money on try- 
ing to buy peerages. 

The government levies an about-half- 
of-VAT turnover tax on this big leisure 
industry. The present tax rates are 4% 
against on-course betting, 8% against off- 
course betting; the establishment asked 
politicians thus to encourage compulsive 
gamblers to go on course, which (with a 
rising danger of hooliganism) is the re- 
verse of what the establishment should 
want. The Levy Board then bargains just 
under 1% of turnover from the bookies, 
mainly by saying that bookies can mulct 
your and my off-course bets by the infuri- 
ating sum “8% (tax) plus 1% (levy) 
equals 10% to add to your stake”. 

You can calculate from bookies’ board 


prices how much you would recover if you 
divided a £100 bet pro rata through the 
field. At Sandown and other big tracks, 
you get back something like the £80 
(minus the tax and levy money) that 
bookies allege. At smaller tracks the 
bookies plainly have a ring to keep their 
profits higher. Tomorrow will see inter- 
nationally telecommunicated betting on 
big sponsored races. Courses with book- 
ies’ rings won't get them. Britain as a 
whole won’t get that new racing if any- 
body listens to familiar whinges: 
In Britain under 1% of the turnover of 
betting comes back into the sport. In France 
it is 5%, in America 6%. in Hongkong 9%. 
The Hongkong Jockey Club earned more in 
commission on its monopoly of legal betting 
in the two years from 1982 to 1984 than the 
British Levy Board got over its 25 years, and 
can [ assure you that we British are support- 
ing a far finer breed of horse? 
Well, of course, you can assure me. 
Hongkong gets horrid horses because of 
the way its Jockey Club is financed. Very 
soon, with sensible British policies, 
Hongkong’s compulsive gamblers could 
be telecommunicating their bets to much 
more competitive bookmakers on much 
finer races over much finer English satel- 
lite-televised tracks. 
Most top Britons misunderstand what 
has happened in France. 


French lesson 


A post-1960 lesson in what not to do 


From 1780 to 1947, only two French 
horses won the English Derby. Gladia- 
teur did. in a nice fiftieth anniversary 
month in June 1865, and was hailed home 
to Paris as the avenger of Waterloo. 
Nearly 50 years later, there was a disturb- 
ing summer of 1914. After an anti-betting 
bill in New York, Durbar H's American 
owner sent him to a French trainer, and 
he won the 1914 English Derby at 20-1. 

During the 1914-18 war. horseracing 
stopped in France, but not in Britain— 
allegedly because Lord Rosebery told 
Asquith and Lloyd George that he would 
stop financing both their Liberal parties if 
it did. The loss of one breeding cycle 
crippled French racing for 20 years; so it 
is good the sheikhs and Mr Sangster have 
given Britain an edge through two cycles 
now. In 1918-39 the French did not win a 
Derby. Mr Marcel Boussac’s Djebel was 
favourite in June 1940, after being amaz- 
ingly shipped to Newmarket to win the 
Two Thousand Guineas the month be- 
fore, but by Derby day there was other 
traffic from Dunkirk. 

In 1940-45 the British took the war 
sufficiently seriously to slow horseracing, 
but in Nazi-occupied France it was en- 
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couraged. Djebel won the Arc at Long- 
champ in 1942, and all Mr Boussac’s 
horses thrived. In 1947 Mr Boussac sent 
some of his less good horses to Britain, 
and they began winning races with ease. 
From 1947 to 1960 there was only one 
season when a French-trained horse did 
not win an English classic. Mr Boussac 
described Galcador, his English Derby 
winner in 1950, as maybe his fifth best 
three-year-old that year. Other French 
colours to win succeeding Derbys includ- 
ed Volterra, Wertheimer and Dupré. 

The English establishment had to find 
some excuse for these French successes. 
Gentlemen could not say “it is because of 
Hitler”, so they said “it is because of the 
pari-mutuel”’. France’s pari-mutuel is wis- 
er than most tote monopolies, because it 
keeps thousands of small sales outlets in 
cafes bearing the PM sign. But it was 
hilarious to hear the English establish- 
ment say: “the tote monopoly in France 
efficiently puts the money back into rac- 
ing, and this gives owners like Boussac 
the resources to stay on top of the world”, 
and “this will enable French racing to go 
from strength to strength”. 

In reality, in those years, Mr Boussac 
was going irretrievably bust (his horses 
plunged with his other assets into receiv- 
ership), and the French government's 
interventionism threw away the Europe- 
an racing advantage that Hitler’s respite 
had given them. This is usual under 
protectionism. When in the 1960s the best 
horses were running in America instead 
of Europe, the French tried to keep 
American bloodstock out of their coun- 
try. There is still a “French breeders’ 
premium”, giving higher prizes at their 
racecourses to winners bred in France. 

The first result is to make French-bred 
horses more valuable in France than 
abroad, which is just the wrong way 
round. The second result is inbreeding. 
By their end, Mr Boussac and Mrs Dupré 
had only two or three stallions each. They 
could not afford service by other stallions, 
especially as they had lost out on initial 
foreign syndication rights. If all four of 
your great-grandfathers is Djebel, you 
are an incestuously slow-running horse. 

French racing had been financed into 
inbred habits by having money poured at 


it from a tote monopoly, which got its 
own money by treating its clients uncom- 
petitively; it passes understanding how 
anybody can think that is a sustainable 
system, now that internationally competi- 
tive betting on televised races will come. 

France's only advantage was that, as its 
big inbreeding owner-breeders went bust, 
their establishments were taken over by 
more internationalist owner-breeders. 
One was the Aga Khan, from whom 
much can be learned. 


His Highness and the balance sheet 

The present 48-year-old Aga Khan is SIst 
in direct line from the Prophet Moham- 
med, and also a charming Harvard gradu- 
ate who knows a sensible debt-equity 
ratio when he meets one (in horseracing 
he doesn’t often). He is Imam of the 
Ismailis, who might be called the Jews of 
Islam: scattered, entrepreneurial (they 
ran Uganda's trading until Idi Amin) and 
persecuted wherever they go. So the 
Ismailis have a self-protecting tithing sys- 
tem in the Muslim manner, which they 
operate through their Imam who acts as 
roving ambassador to wherever they are. 
The Imamate has been passed down 
shrewdly through 51 generations of good 
breeding since the Prophet, but modified 
through testament by racecourse test, 
Because the previous Imam, Sir Sultan 
Mohammed (born 1887, died 1957), 
doubted the suitability of his son Prince 
Aly Khan, who had married Rita 
Hayworth and others, he passed the 
Imamate in his will directly to his grand- 
son, today’s Aga Khan. 

Sir Sultan had represented the Ismailis 
while they were scattered through the 
British empire, and while injustices to 
them could best be rectified by dropping 
on some junior British colonial official 
from a great height. Could this be done 
by a thin Imam wailing from a muezzin 
tower, or a fat one who at Ascot could call 
King Edward viii “my dear chap”? Ismai- 
lis are intelligent, 51 generations old. So 
Sir Sultan’s great British racing empire 
was born and enjoyed. 

By the 1950s, Sir Sultan doubted 
whether he could best protect his people 
in Kenya by being photographed among 
the English upper classes who wanted to 
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hang Kenyatta. So in 1952 he moved 
himself and his horses to France, where 
the racing was then better anyway. On his 
death Sir Sultan bequeathed his racing 
interests to his son Prince Aly, but they 
came after the latter's death in 1960 to the 
new Aga Khan, whose first inclination 
was to close them. His second thought 
was that this would create large unem- 
ployment around the house where he 
lived, so he agreed to continue with the 
racing, provided it could be saved from 
loss-making. 

Surprisingly, this has been achieved, 
during a period when the French sport as 
a whole has been racing downhill. The 
young Aga Khan has sold off-peak stal- 
lions to the peak places: Blushing Groom 
to America, Top Ville to the Maktoums. 
He bought the Boussac and Dupré horses 
at bankrupts’ prices, and culled the more 
inbred mares. He will get lots of winners 
next year. He re-entered English racing in 
1978, which was exactly the right time. 
He operates the stables with American- 
learned efficiency; look at his mechanised 
way of handling hay. Without the Shergar 
shock, the profit from his racing opera- 
tions would now run into millions. If the 
British are to operate new commercial 
owners’ partnerships during the coming 
period of falling prices and some bank- 
ruptcies, it is from the Aga Khan’s Aigle- 
mont that they should learn. 


The race ahead 

Thanks to the sheikhs and Mr Sangster, 
all the world’s best horses are again 
gathered to race on English grass, just 
before stallion and yearling prices are due 
to crash. It is easy to see what steps the 
British authorities should take to keep 
things this lovely way—welcome telecom- 
municated betting, change race times to 
suit worldwide satellite television, do not 
resist artificial insemination—but difficult 
to expect them. As the starter’s flag falls 
for the coming stallions’ depression, will 
the British racing establishment be visible 
through the mist as usual, racing bravely 
downhill in precisely the wrong direction? 
Your correspondent does not know, any 
more than he knows what will win the 
next 1.30 at Fakenham. But he hopes he 
has marked your card. 





NOW, MORE THAN EVER, 
THE WELL-INFORMED INVESTORS 
ARE HEADING FOR CANADA. 











reasons. 


economical energy 


prices are stable. 


The Market. Within one 
day's road or rail trans- 
portation of the Canada/ 
U.S. border there are 150 
million North American 
consumers. 


Financial Dynamism. 
Canada’s five largest banks 
rank among the largest in 

the world. And a recent 
European Management 

Forum survey has ranked 
Canada among the world 
leaders in freedom of 


With the formation of 
Investment Canada, the 
Canadian Government has initiative, and potential 

placed the welcome mat 

out to foreign investors. 
That's why, these days, 
Canada is where you'll find ranks Canada second 
the companies that want 
their money to work the 
i hardest for them. That, 
Einn iy, cs plus so many other good 


Energy. Beneath Canada’s 
surface there are more 


resources than anywhere 
else in the world. Energy 
supplies are secure and 


capital, availability of risk 
capital, entrepreneurial 


for private banking credit 
to business. In annual 
GNP growth, the O.E.C.D. 


only to Japan. 


Technology. Canada is an 
innovative world leader in 
fibre optics, cable televi- 

sion, videotex, and satel- 
lite communications. 


Canada is clearly the 
country of today and the 
future for the knowledge- 

able investor. Send for a 
handbook describing 
investment opportunities 

in Canada, and discover 

why your company’s 
business ventures should 
be heading here. 


Attach your business 
card to a copy of this ad 
and post it to: 

Investment Canada, 
Canadian High Commission, 
MacDonald House, 

1 Grosvenor Square, London, 
WIXOAB, England, U.K. 


WELCOME TO THE 
NEW SPIRIT OF ENTERPRISE. 
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Giving shape to imagination. 


Advanced software specialists in 
Texas. Optoelectronics experts in 
New Jersey. Materials researchers 
in California. They all work 
together to make up Lockheed. 

Top engineering and design 
teams have been assembled 
within each of the corporation's 
four major groups. This allows 
Lockheed to capitalize on 





unique areas of expertise and 
focus its efforts on business 
opportunities that will be impor- 
tant to the future. 

The Aeronautical Systems 
Group is studying a Transat- 
mospheric Vehicle for high- 
speed missions at the edge of 
space. Its also exploring designs 
for an Advanced Tactical 


Fighter, and performing work on 
an extensive array of projects 
vital to the security of this 
country. 

With sound technical and 
financial strengths, Lockheed 


moves into the future with a solid, 


well-balanced business base. 
Planned research and devel- 
opment investments of more 


than $2 billion over the next five 
years will enhance Lockheed’s 
position at the forefront of aero- 
space technology. 

That commitment, supported 
by substantial investments in 
new facilities, will reinforce 
Lockheed’ leadership role 
in tomorrow’ most advanced 
new programs. 
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How DSM 
keeps the world’s 
farmers from grumbling — 


KEEPING the world’s 
farmers from grumbling is 
a thankless task but at 
DSM we do try. 

As one of the world's 
leading fertiliser producers 
UKF, members of the DSM 
Fertilisers Division, has 
more than a passing interest 
in the land... six million 
tonnes a year to be exact, 
improving crops and yields 
and life styles. 


AS ONE of the world’s 
top ten chemical groups we 
are a vital and ambitious 
company with product and 
capital expansion plans 
running into the twenty-first 
century. To achieve these 


DSM tS 





ambitions DSM seeks out 
the brightest of talents. More 
than one hundred graduates 
join us every year to keep up 
the momentum of our 
research into new 
technologies. 

Our secure financial base 
ensures that we have the 
means to match our 
ambitions and those of the 
farming communities 
for generations to come. 


— leave it to the professionals. 


DSM PO. Box. 6500, Heerlen, 6401 JH. The Netherlands 





Telex: 56018 























SINESS THIS YEAR 


ties and Investments 
new City watchdog, 


der dealing. Lloyd's of 
the insurance Medill has 


Police were brought into ami 
allegations of fraud at Johnson: 


Bank of England in 1984. Lioya's S 
|- insurance [arkat began expelling 

- underwriters connected with the 
“disgraced syndicates. Its chief 
executive, lan Hay Davison, quit to- 
campaign against attempts to reduce 
the chief executive’s authority. - 


The Home State Savings Bank, a: 
"small savings and loans association 
_in Ohio, collapsed: 70 other savings 
banks in the state were temporarily 
closed: The resulting purchases of- 
ailing sais by banks undermined the 
McFadden act, which limits banking 
across state boundaries. 


Governments 





America became the world's biggest 
debtor nation; Japan the world’s 
_ biggest creditor. 
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The dollar peaked in February. In 
September, finance ministers from 
America, Japan, West Germany, 
“France and Britain decided to 
-intervene in the foreign-exchange 
markets to drive it further down. 


America got a new economic team: 


James Baker swapped jobs with Don 
Regan to become the new treasury 
secretary; Bill Brock took over as 
secretary for labour and Clayton 
Yeutter replaced him as chief trade 


| negotiator. David Stockman resigned 


as the budget director. 


| James Baker proposed a ‘“‘super- 
1 bank”. Commercial banks were 
-asked to lend $20 billion in new 


money over three years, with a 
further $9 billion from official 
agencies—provided debtor countries 
reform profligate policies. 


Industries 


Sanko Steamship went bust ir in 
Japan’ S biggest-ever bankruptcy. 


In another big stride into AT&T's 
| territory, 18m bought 16% of mci, 


America’s second-biggest long- 
distance telephone operator. 


damages against Texaco, which 
persuaded Getty Oil to jilt Pennzoil. 
Beatrice, which took over fellow food 
giant Esmark in 1984, was bought for 
$4.9 billion by a group including 
Esmark’s former boss. 


Five other $5 billion-plus takeovers 
in America: R. J. Reynolds bought 
Nabisco; Philip Morris acquired 
General Foods; General Motors won: 
the auction for Hughes Aircrat; 
America's General Electric ag 

buy Aca for $6.3 billion; Allied and — 
Signal corporations merged. 


i £500m-plus bids. iio 
anson Trust's £1.9 bil lion bid 


Coca-Cola rewrote the secret recipe 


| for its 99-year-old soft drink. 


Markets 


World stock markets boomed. Most 
hit all-time highs. Singapore's and © 
Kuala Lumpur’s lost. face when 
trading was suspended. 


South Africa did the unthinkable: 
froze payments on some of its debt 
without consulting creditors. It briefly 
suspended stock-market and 
currency trading; the rand later 


tumbled. President Reagan imposed . 


limited economic sanctions. 
Mergers and takeovers 


Companies found new ways to 
ward off hostile takeovers. The 
courts allowed Unocal, an oil firm, to 
exclude T. Boone Pickens froma. 
defensive offer the company made to 
buy back its own shares. The Fed 
restricted the issue of “junk bonds”. 


Past bids turned sour. A Texas state 
court awarded Pennzoil $10.5 billion 


Economic and financial indicators 
are on pages 121-122. 


The tin market fell apart when the 
international Tin Council ran out of 
money: Drought in Brazil sent the 
price of coffee soaring, 


The volume of world trade shes only 
3% in 1985 after a 9% rise in 1984. 


Japan’s voluntary agreement to. 
restrict car exports to America 
lapsed, but Japan promised to ration: 
its exports there to 2.3m-cars in 198 
anyway. 









UNIVERSITY 
OF VIRGINIA 


THE COLGATE DARDEN 
GRADUATE SCHOOL OF 
BUSINESS ADMINISTRATION 











a A 
June 1 - July 11, 1986 
A demanding six-week international development experience for 
senior functional/staff managers or newly appointed general managers. 
Applicants are expected to have demonstrated the capacity 


to handle responsible executive positions effectively 
and shown promise of further growth. 







Reservations requests, 

and inquiries should 

be sent to: 

Robert R. Fair, Associate Dean 

The Darden Graduate Business School 
University of Virginia 

Post Office Box 6550 

Charlottesville, VA 22906-6550 USA 


Telephone: (804) 924-3000 
Telex: 822422 UVADARDEN 
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-Look what the 


_ managed currency 
_ experts are doing... 


22:27 


average annualised sterling return 










Guinness Mahon Fund Managers 
(Guernsey) Limited, P.O. Box 188, 

La Vieille Cour, St. Peter Port, 
Guernsey, Channel Islands. 

Or telephone (0481) 23506 extension 231 
or telex 4191482 GUIMAC G 

Please send me a prospectus (on the sole 


basis of which investment may be made) and 
an application form. 


Name 


Address 














ENN 4 
AA ar 
IN THE five-and-a-half years since Guinness Mahon pioneered the ‘& a 
launch, the Guinness Mahon concept of the offshore managed Pas 
International Managed Currency currency fund with the launch of the s 
Fund has produced a sterling return International Fund in May 1980. 


2, 
gA n 
of 202.8% ~ an average compounded The Fund’s offshore location allows 


e 
annual rate of return of 22.2%. it to pay all returns to investors Guinness 


In volatile markets this expertly gross, and according to a recent Mahon 
invested ‘basket’ of leading curren- survey had ‘by far the lowest level’ of i 
cies has consistently met the aimsof | management charges — just 242% at This advertisement has been placed by Guinness 


the Fund’s managers — long-term entry and 4% per annum thereafter. L Mahon & Co. Limited, an exempt dealer 


2 : *On an offer to offer basis with gross 
capital and income growth. divide phe. hy nie 1029 11.85 ee ee ee ee ee ee ee 
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CHINA AND INDIA 






Two billion people discover the 
joys of the market 


Four out of ten people in the world today live in China or India. In 1985 
their numbers have grown by 28m, more than the whole population of 
Canada. They are poor: official figures say that their average incomes 
this past year would have bought four subscriptions to this newspaper, 
no more. But they are getting less poor, probably at a faster rate than in 
any previous period in their countries’ proud histories. For that, thank a 
change in government policies—and hope that the new ones will last. 


For most of the past 40 years, the eco- 
nomic policies of India and China have 
had more in common with each other 
than either country’s government would 
care to admit. Both believed in central 
planning. Both saw the vital need to build 
up agriculture. Above all, both sought the 
goal of self-sufficiency. as if to say that. 
with all those people, they did not need 
the rest of the world. 

The autarkic spirit still runs deep in 
both countries, much as commercial life 
in Switzerland or Singapore is instinctive- 
ly international. Nor have China and 
India dropped their fondness for plan- 
ning: both have published new five-year 
plans during 1985. Yet both have started 
changing their economic policies in so 
many small ways that the old, big habits 
matter far less than they used to. 

The architects of these changes could 
hardly be more different. In China, Mr 
Deng Xiaoping, the master politician who 
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survived the Long March and later dis- 
grace in the Cultural Revolution and 
who, at 82. is too old to care about the 
next stage in his career. In India, Mr 
Rajiv Gandhi, the airline pilot who 
seemed to have no political skills save 
that of being born to the right mother, 
and who, at 40, has many more elections 
to worry about. Yet this odd couple have 
boldly taken their countries down the 
path of freer markets and greater open- 
ness to foreign trade and capital. 

The changes, it should be stressed. are 
relative. If Adam Smith returned from his 
grave today. he would find much to 
dislike in both economies. Compared 
with a few years ago, however. he would 
be heartened. China and India had then 
reached the limits of mercantilism, and 
found them much as Smith described: 
growth was slow, consumers dissatisfied. 
workers bored, bureaucrats overweening 
and often corrupt. 


The new policies are already producing 
better results. In the past few difficult 
years, economic growth has slowed al- 
most to a standstill in most developing 
countries. In both China and India it has 
accelerated (see chart 1). 

Impressive though these figures are, 
the reforms carry risks of their own. The 
distribution of income and wealth is likely 
to become more unequal. Tensions be- 
tween town and country could well grow. 
The people. almost 2 billion of them, 
could expect more than their economies 
can provide. And the rest of the world 
might resent the growth of both countries’ 
exports and decide to keep them out. 

In a small way, all these things are 
already happening. Together, they could 
wreck mankind's best chance of lifting 
40% of its number out of poverty. 


Against the trend 
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The farming base 


Twenty years ago, one fashionable nos- 
trum saw the world as an overcrowded 
lifeboat. To survive, some passengers 
would have to be chucked overboard. On 
most lists for that treatment, India came 
at the top. Famine was rife in Bihar and 
several other states. In 1966 and 1967, the 
country imported 13% of the grain it ate, 
much of it in handouts from America. As 
for China, outsiders did not really know 
what was happening on its farms, though 
few thought it was in such straits as India. 

Today, the lifeboat metaphor has mer- 
cifully been sunk and nobody worries 
whether India can feed itself. In most 
years, the country’s warehouses bulge. 
Sometimes it sells grains to Russia. In 
1985 it even sent 150,000 tonnes of wheat 
to Ethiopia. As more land is irrigated, 
drought holds fewer fears. When the 
monsoon failed in 1979-80, agricultural 
production fell by 13.3%; a similar 
drought in 1982-83 cut output by only 
3.9%. 

India’s farmers have done so well be- 
cause agricultural policy has bent over 
backwards to encourage them. Farmers 
pay no tax. Their inputs—seed, credit, 
fertiliser, electricity, advice—are subsi- 
dised by the government. Almost all their 
output is sold at guaranteed prices which, 
being farmers, they periodically claim are 
too low but are in fact close to world 
prices. In short, they have been guaran- 
teed profits. 

That strategy has paid off handsomely, 
but now needs to change. It has to face 
more complicated choices than the simple 
“expand or starve” imperative of the 
1960s and 1970s. In the next 15 years or 
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so, Indian agriculture will have to recon- 
cile three conflicting pressures: 

(1) The need to get more benefits down 
to the smallest farmers—living off three 
acres or less—and the 70m landless la- 
bourers. Both groups have seen the big- 
ger farmers prosper from the state’s lar- 
gesse. They want a share too, though that 
might mean the government spending a 
lot more on agriculture generally. 

(2) The need to avoid producing surplus- 
es that nobody can afford to buy. Apart 
from population growth, there is one 
excellent reason why Indians ought to 
grow more food: they still eat too little, 
on average only 93% of the daily calories 
required for a healthy diet. Unless the 
hungry can afford more, however, extra 
food will pile up and rot. So the govern- 
ment must either increase its subsidies to 
consumers; or make sure that the hungry 
get richer, which underlines the impor- 
tance of point (1). Neither route will be 
easy because 

(3) The government wants to contain all 
its spending and, within that general 
constraint, spend a bit less on agriculture 
and a bit more on industry. That might be 
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sensible, see later, but not if it causes 
farmers to spend time protesting with 
placards rather than ploughing their 
fields. 

At first glance, these pressures look 
manageable. As countries grow richer, 
however, they develop agricultural poli- 
cies that offend common sense and are 
hugely expensive. This is mainly because 
farmers, for all their appearance of simple 
minds and honest toil, are clever at per- 
suading governments to do what they 
want. India’s farmers have done that 
several times, notably in the late 1970s 
and early 1980s. Their successes owed 
something to brawn, of course: 70% of 
the population work on the land. But they 
have also taken care to be led by a brainy 
lobbyist, Mr Sharad Joshi, who once 
worked as an economist for the United 
Nations. 

Only a determined government vd 
resist the farmers’ pressure. More likely 
than not, India in the twenty-first century 
will have grain mountains that dwarf 
today’s EEC’s surpluses. At that point, it 
will be grateful for Soviet communism. So 
long as Russia keeps underproducing on 
its state farms, it will need to import food. 
In the rush to sell or dump their surplus- 
es, some exporters will be favoured. In- 
dia, Russia’s faithful bartering partner for 
so many years, will be first in line. 


Chopsticks for meat 

Chinese agriculture is even closer to the 
problems of plenty. The Chinese eat as 
many calories as the average Brazilian or 
Malaysian, even though their GNP per 
head is only a sixth as large (see table 1). 
And China’s population is growing at 
barely half the pace of India’s. If the 
Chinese government keeps pouring re- 
sources into farming, it will soon produc 

big budgetary deficits and even bizge all 
surpluses of food. 

Fortunately for China, it has found a 
cheapish way of boosting agricultural out- 
put. Its government has changed the 
rules, turning the reluctant toilers on 
communal and state farms into eager 
peasants. These reforms have a title as 
drab as a blue Mao suit—the “production 
responsibility system”—yet their results 
have been dazzling. Since 1978 agricultur- 
al production has risen by more than 74% 








Table 1: Money and food 
GOP Calorie oy. 
per person per person as % of requirement 
$, 1983 1982 1982 
China 300 2,562 109 
India 260 2,047 93 
Other low-income countries 200 2,118 93 
Upper-middle-income countries* 2,050 2,880 119 
Brazil 1,880 2,623 110 
Malaysia 1,860 2,688 120 
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r. Average incomes in the rural 
areas increased by about 70% in real 
terms between 1979 and 1983. Those 
were years when many countries were in 
recession, and the average. real incomes 
` of 390m Latin Americans fell by about 
15%. With much less fanfare, 800m Chi- 
nese peasants were getting 70% richer. 
Their best chance of achieving the next 
70% jump will be through animals. Al- 
he Chinese already eat enough 
ey have to skimp on meat. 
uffs will object that meat is 







nore such fads. As they get 
n , they want more meat. At the 
A moment, only 6% of the calories in the 
“Chinese diet come in the form of animal 


should be discouraged. Poor 


products. That is standard for a low- 
income country, but small given China’s 
upper-middle-income intake of calories. 
As Chinese families demand more 
meat, so farmers will be able to increase 
their incomes. In ten years or so, the 
awkward balance will be between (a) 
using more land for grazing; while (b) 
feeding more grain to animals; while (c) 
still growing enough grain for the staple 
diet of 1.2 billion people. Russian plan- 
ners know the problem, and repeatedly 
fail to solve it. China needs to keep the 
planners away, and let the market— 
erratic though it will be from year to 
year—signal to those profit-seeking peas- 
ants about the real costs of straying too 
far in any one of those three directions. 





pindustry's promise 


Generations of Indian intellectuals have 

been raised’on a Fabian-cum-Soviet faith 

in basic industry, plus a Fabian-cum- 

Soviet distaste for private profit. They 

therefore set about planning industry “for 

. society’s benefit”, which meant trying to 

produce millions of tonnes of what they 

thought was socially good—steel, ce- 
ment, coal—while neglécting many of the 
things that people actually wanted, like 

cars, radios and knicknacks. After 35 

years of this treatment, the Indian econo- 

my was producing the world’s most ex- 
pensive steel, cement and coal, while 
smugglers and black-market producers 
had built a thriving market in knicknack- 
ery. The trade statistics do not include 
smuggling and therefore understate the 

“amount of India’s imports; the produc- 
tion statistics ignore quality and therefore 

verstate the volume of heavy industry’s 

tput. 

India now has a prime minister who 
failed to get a degree at Cambridge and 
was not chairman of the local Fabian 
society. His friends are mainly business- 
men, not state capitalists and intellectu- 
als. Though from the ruling caste, Mr 
Gandhi seems blessedly free of its cast of 
mind. He has decided to give industry 
more freedom. 

It badly needs it. Industrial production 

: accelerated from 1947 until 1965, growing 

“by an average of 9% a year in 1960-65. By 

«that stage, the initial oomph of a heavy- 
industry drive had all gone. While many 
Asian economies were pushing their in- 

< dustrial growth rates into double figures, 

` India’s slowed to 4% a year in 1965-80 

(see chart 2). Since then it has picked up, 

to 6.2% a year in 1980-84. 

Part of Mr Gandhi’s industrial strategy 
will cost him nothing in terms of cash. 
Just as China boosted its agricultural 
“growth by removing red tape, so India 











can do the same with its industry. Some of 
the tightest rules—on what sector a com- 
pany can be in, how much it can expand 
and where-—have been eased or 
scrapped. The blocking powers of bu- 
reaucrats have been reduced, the initia- 
tive of businessmen strengthened. The 
early-morning flights to Delhi from Bom- 
bay, Calcutta and Madras will not be so 


full of dark-suited directors poring over 


government forms. Mr Gandhi's former 
employer, Indian Airlines, will lose some 
money. The country as a whole will gain. 

The same goes for the changes the 
government has made to the rules on 
imports and foreign investment. Indira 
Gandhi began to liberalise India’s autar- 
kic trading system; her son has gone much 
further, Until 1985, the government used 
to set its import rules once every six 
months. A component that could be im- 
ported with only a small duty in one 
period might suddenly be subject to a 
tight quota, or perhaps even excluded 
altogether. Now many restrictions have 
been eased and the new system will apply 
for three years at a time. 

The changes in-the foreign-investment 
laws are just as sweeping. Three indus- 


tries in particular—-cars; computers and - 


television sets—are being transformed 
now that foreigners can set up joint 
ventures and licensing deals more easily. 
If the bullock cart is the symbol of ancient 
India, the Ambassador car (modelled on 


an old Morris design) symbolises ancient- 


modern India; it will quickly be replaced 
by modern-modern Suzukis arid Nissans. 
And India has caught up with colour 


television, courtesy of bits imported from’: 
Philips and others. The lurid. 


Hitachi, 
colours of the film posters are now flick- 


ering in the houses of more and ‘more. 


Indians. Elitist? Yes: most technological 


changes initially are, But. mass production: 








is the best way yet devised of ge 
consumer goods out to the man in 
street at a price he can afford. Indi 
intellectuals never understood that; Ra 
Gandhi does. : 

On the face of it, the governme: 
other new incentives to industry may 
come so cheap. The 1985 budget re 
the rate of corporation tax from 55%: 
50%, and further cuts are planned. } 
ever, investment allowances are H 
reduced at the same time, so the tax | 
from companies is set to rise. 

An ‘increase could alse. com 
income and wealth taxes, thou 
finance minister was not expect 
when he presented his budget i 
He quadrupled the thresho 
which wealth tax become 
cut the top rate of wealth 
2% and of income tax from 62' 

The effect was remarkable 
months, share. prices on. the 
stock exchange rose by 60% 
proliferated; two. were. ove: 
more than 150 times. India’s rich an 
so-rich were pulling their money « 
smuggling and gold an jewellery 
putting it into productive investmen 
was what the intellectuals ‘had alwa 








































Climbing again 
india: industrial production 
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advocated. It was happening. be 
their advice on how to do it was < 
being ignored. To cap it all, ined 
revenues seem to be rising sharpl 
more people decide that they can. 
afford to pay their taxes. : 
If Indian industry really does: take 
the. benefits will spread throughout 
ety. Industrial employment will gr 
enough to take some of the pop 
pressure off the land. That will make 
change; India is unique in. having tl 
same proportion of its workforce 
sculture now as it did 20 years a 
industrial workers generally have’ 
wages and a better chance of | e 
and decent health care, 
age Indian will gradu: 
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CHINA AND INDIA 


poor, nasty, brutish and short. 

Those are such big prizes that there 
must be a catch. Two catches, in fact. 
First, Indian industry is dominated by 
State-owned companies, and Mr Gandhi's 
taste for market freedom does not extend 
to denationalising them. The state firms 
hold three-quarters of the country’s in- 
dustrial assets, but contribute only a third 
of its industrial output. Collectively, they 
make big losses which the government 
has to finance. It is trying to reduce the 
subsidies it gives them, and the prime 
minister has several times told the boards 
and managers to do better. 

If his exhortations fail, it will be be- 
cause of the second set of reasons for 
caution about Indian industry's future. 
As Gunnar Myrdal put it in “Asian 
Drama”, 

A corrupt body of administrators and politi- 

cians will have an interest in preserving and 

building up discretionary controls that give 

them the opportunity to enrich themselves. 
He would have liked the story about the 
Indian industrialist visiting a government 
minister in Delhi to get permission to 
expand his factory. As he leaves, the 
businessman picks up something from the 
floor. “Ah, minister”, he says, “you have 
dropped your wallet containing 50,000 
rupees. Here it is.” “That can’t be mine”, 
replies the minister, “my wallet contains 
100,000 rupees. Please look again.” 

If Mr Gandhi had to deal only with 
corrupt politicians and civil servants, he 
might quickly override the opponents of 
liberalisation. But their ranks go wider. 
Thirty years of controls and closed mar- 
kets have enriched many businessmen 
too. Those lucky enough to have the right 
licences and connections have enjoyed 
near or complete monopolies, with prof- 
its to match. Such people seldom do much 


for consumers, but they are good at 


defending the privileges of their cocoon. 
In exposing the comfortable to compe- 


Tomorrow, bank clerks and barmaids 
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The big difference 


Total: $168bn Total:$275 bn 
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tition, Mr Gandhi has allies among In- 
dia’s newer commercial classes, who have 
been thwarted by controls. Their strength 
has yet to be tested. The strength of the 
old guard should not be doubted. The 
struggle between the two will help to 
decide whether Indian industry becomes 
an international force or stays at home, 
making shoddy for a captive market. 


Chinese services 

Away from their farms, the Chinese run 
an inefficient and skewed economy. But it 
is one with huge potential, partly because 
they save so much. About 30% of GNP is 
poured into investment through a rickety 
financial-cum-planning system that puts 
too much money into manufacturing, 
which is thereby spared the pressure to 
make better use of its capital. It also gets 
few market signals about what consumers 
want, because China’s retailing is almost 
as dilapidated as its finance. The same 
goes for all the other services that in most 
countries help manufacturing to be more 
productive. 

The dearth of services is one reason 
why the economy is skewed, and also why 
it is inefficient. In China, services account 
for 18% of GDP; in India, for 38% (see 


chart 3). The difference is due less to 
statistical quirks than to the traditional 
Marxist distaste for middlemen. 

Mr Deng has not abandoned that prej- 
udice directly. Instead, his reforms are 
aimed at manufacturing industry. But if 
they do take the market-driven route that 
he seems to favour, then services will 
automatically start growing fast. Being 
labour-intensive, they will absorb the 
10m extra people who will swell China’s 
workforce every year for the rest of this 
century. And they will put manufacturing 
in touch with the commercial realities of 
quality, price, design, etc, weaning it off 
the planners’ passion for physical targets. 

It all sounds too good to be true. The 
snag is obvious, not least to Mr Deng: 
successful service businesses are either 
small and entrepreneurial—shops, res- 
taurants, consultancies—or large and 
technologically switched on, like banks 
and insurance companies. No matter 
what the country, these entrepreneurial 
and technological qualities are rarely 
found in state-owned companies. If they 
are to flourish in China, it will be at the 
expense of the power of bureaucrats and 
party officials. Although Mr Deng has 
ousted or neutralised many of his leading 
critics, he cannot afford to offend the 
mass of functionaries and military men. 

The path to a bigger service sector is 
therefore narrow and tricky. Even so, 
China is moving along it. By some esti- 
mates, around 20,000 private businesses 
were started in the last three months of 
1984, and most of them were services. 
Some were no doubt involved in what the 
Chinese press periodically denounces as 
“smuggling and racketeering’. For that, 
read “moving resources to where they are 
most profitably employed, thereby maxi- 
mising GNP”. The gulf between market 
economics and Deng’s China is some- 
times uncomfortably wide. 

In one area, though, the two see eye to 
eye: the need to stop wasting energy. 
Chinese industry has a huge appetite for 
power, because for years the true costs of 
its guzzling were hidden by subsidies. 
Between 1965 and 1978, China used an 
extra 1.5 units of energy to produce each 
extra unit of real GDP. Like the Saudi 
Arabians who bought bigger Cadillacs 
when oil prices quadrupled, the Chinese 
neither knew nor cared about conserva- 
tion. The Cultural Revolution had differ- 
ent priorities. 

The only virtue of such indifference is 
the scope it leaves for repentance. In 
1978, the government started telling peo- 
ple to save energy. With dramatic effect: 
between 1978 and 1981, China needed 
only 0.2 extra units of energy to produce 
an extra unit of real GDP, and then 0.5 
extra in 1981-84. 

Those figures can be put another way. 
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Time to rev up 
China: industrial production 


% annual average growth 











- output (not just each e. Yet it is 
still among the most profligate countries, 
-sọ is capable of savi 








energy prices up ‘to- 
Is. Every country that 
Caen mechanism to. savè 








, the savings could have big 
macroe onomic implications. First, be- 
use industry is now making better use 
of one of its main inputs, and presumably 
rning to do the same with others. In 
me, that should help to speed up the cers 
growth in industrial production, which a 
“has been slowing. (see chart 4). Second,” 
ause the country is having to invest 
avily in new coal and oil fields, power, 
ations, etc. The government’s: planners 
expect the annual volume of energy in- 
vestment to be three times gréater in’ 
1986-2000 than it has been in 1981-85. If 
they have underestimated how much en- 



















-ergy-saving will in fact take place, then 
China-will not need to invest so much. 

+ Politicianslike Mr Deng are quick to 
grasp what that means: more room for 
consumers to increase their spending. 
That could be just the encouragement the 
Chinese need to stay loyal to Dengist 
ideas after their creator has gone. 












Giants hold no fears 


Suppose that China and India get hooked 
on freer markets, and that their govern- 
ments overcome the opposition of those 
who prospered under the old regime. 
Suppose the changes last for the rest of 
the, century, and are even extended into 
other areas of economic life. What kind 
of economies will they be by 2000? 
The short answer is, much bigger. The 
© figuresin Table 2 assume that India’s real 
“GDP growth averages 7% a year in 1985- 
000, and China’s 8%. Both are feasible; 
Rhina’s is more probable than India’s. 
“Table 2 also assumes that the four largest 
economies in Western Europe grow in 
1985-2000 at the same pace as they did in 
- 1970-82—ie,. West Germany at 2.2% a 
year, France at 3. 2%, Britain at 1.6% and 
Italy at 2.6%. That assumption may con- 
tain too much of today’s. fashionable 
‘Eurogloom, but let it pass. 
The projections for 2000 show what 
rapid and sustained growth can do fora 
‘country. In 1980, both India and China 


were dwarfed by the four big Europeans. 
By 2000 China would have raced far 
ahead of Italy and Britain, and its GDP 
would be only 30% smaller than France’s. 
Even India would be pulling up fast. Its 
GDP was only 30% of Britain’s in 1980; by 
2000, it would be almost 80% of the 
British total. Pushing the same assump- 
tions into the next century, China’s GDP 
would be bigger than West Germany’s by 
2003, and India would have overtaken 
Britain one year later (see chart 5). 

Of course, size alone does not make 
people rich. Over the next 15 years, the 
average person in China and India will 
remain extremely poor, even on the fa- 
vourable assumptions of table 2. Popula- 
tion growth alone will slow their progress 
out of poverty. According to World Bank 
projections, India’s population will grow 
by 1.8% a year and China’s by 1.2%. By 
2000, then, GDP per person in 1980 dollars 
would reach $590 in India and $875 in 
China. That compares with $20,700 in 












‘Table 2: A possible future 


GDP $bn 1980 constant prices and exchange rates 
1980 2000° 


India ` 162.4 585.6 
China © 244.0 1,085.5 
West Germany 817.4 1,263.1 
France 655.4 1,230.6 
Britain §35.1 735.1 
italy 395.5 660.8 









"assuming average annual goitti te rates: 1980-85 for China 7.0%, India 5,5%. 
1988-2000 tor China 8.0%, India 7.0% 
For ail others, a continuation of annual average growth in.1970-82 
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be increasing theit real incomes a 
than Europeans, the absolute gap’ be- 
tween poor and rich would widen. h 
1980, a West German had $12,930. 
income than a Chinese and $12,950: t) 
an Indian; by 2000, the difference in tho 
same 1980 dollars would have grown to 
$19,830 and $20,120 respectively. To hi 
who hath shall more be given, even i 

does have Eurosclerosis. 5 




























Trade and prosper 
Many people in today’s. rich world rea 
to what is happening in China and I 
like this: “by all means get less poor 
for heaven’s sake don’t make any fu: 
By “fuss” they usually mean comp 
exports. Meanwhile Chinese. ani 
leaders are ems through f their 




























become less poor. They have bee 
for years by the clever PhDs at the IM 
World Bank. They have heard 

Reagan rave about “the magic of 
marketplace”, and urge the to tyi 


meet an A doar end, on the rich co 
tries’ trade barriers. 

Before rich-country: politicians let t 
happen, they should look at some guesse 
of what China and India might be 
ing by the end of the century if t 


economic policies’ go wonderfully: ri 


exports in GDP by a third: in China’: 

from 9% (1983) to 12% (2000) 
from 6% to. 8%,.(Thé Chir 
exclude ata a post-1997. ) 





Tomorrow’s Titans 
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cop projections. 
1980: constant $ 
























a 
1980 30 2000 10 20 
+ Assuming 7% growth rate: 1980-85 and 8% thersatter 3 
t Assuming 5:5% growth rate 1980-85 and 7% hereafter $ 
Other countries assuming average anngal tates as int970-B2 F 











CHINA AND INDIA 





One old, one young, both bold 


they usually do. Table 3 shows what 
would happen to Chinese and Indian 
exports, and to their share of world trade. 

The figures should alarm nobody but 
knee-jerk protectionists. China almost 
quintuples the volume of its exports be- 
tween 1983 and 2000, India manages a 
quadrupling. How big a change this 
would be for world trade depends on 
what other countries are doing. The table 
assumes that they increase their exports 
in 1983-2000 at the same rate as they did 
in 1973-83—ie, 2}% a year for total 
exports, 43% a year for manufactures. 

On that basis, China would increase its 
share of world exports from 1.2% in 1983 
to 3.7% in 2000. For India, the rise would 
be more modest, from 0.6% to 1.7%. 
Similar increases would occur in each 
country’s share of world trade in 
manufactures. 

Protectionists will argue that any in- 
crease in one country’s share of world 
trade has to be matched by another's 
decline. That claim deserves several re- 
sponses, the most printable of which are: 
@ Trade, as long as it is growing, is not a 
zero-sum game. No country need suffer 
an absolute fall in its trade just because 
China and India increase their share of a 
rising total. More important, 


@ The foreign exchange that China and 
India earn from boosting their exports 
will not be hoarded. Most, if not all, of it 
will be spent on other countries’ exports. 
The sharpest exporters are already treat- 
ing China and India not as a competitive 


threat but as a commercial 
opportunity. 

@ Even when Asia’s two giants have 
trebled their share of world trade, they 
will still account for only 54% of the total. 
That is tiny for two countries that contain 
40% of the world’s population. 

@ A few other countries will expand 
their exports even faster. Take Spain, for 
example: its exports were worth $19.7 
billion in 1983, less than China’s $22 
billion. If Spain increases its export vol- 
ume as fast in the next 15 years as it did in 
the 1970s, its total exports in 2000 will 
reach $153 billion (in 1983 prices). China, 
on table 3’s assumptions, will have in- 
creased its exports to only $103 billion. 

If today’s rich countries can absorb 
Spain into their trading system, they can 
surely manage the smaller job of accept- 
ing China and India as well. For what is at 
stake is much more than a few billion 
dollars of exports, more even than the 
progress that 2 billion people will make 
out of poverty. Singapore’s prime minis- 


great 


ter, Mr Lee Kuan Yew, got it right in 
October when he spoke to a joint session 
of America’s Congress. He was referring 
to relations between China and America, 
but his words had a wider meaning: 

After nearly three decades of Maoist seclu- 

sion and self-sufficiency, Deng Xiaoping 

decided that closing China’s doors on the 
world was the cause of her stagnation. China 
needs to modernise. China has opened her 
doors to trade, investments, technology, and 
tourism. She wants to get the same economic 
uplift that Japan, South Korea, Taiwan, 
Hongkong, and ASEAN have had from the 
free market economies of the West by plug- 
ging into their trading and investments pow- 
er grid. . . . Putting up barriers to America’s 
markets would halt the economic advance- 
ment of the free-market-orientated develojf 
ing countries. ... Does America wish t 
abandon the contest between democracy 
and the free market on the one hand versus 
communism and the controlled economy on 
the other, when she has nearly won this 
contest for the hearts and minds of the Third 

World? 

The next day the House of Representa- 
tives passed a bill to restrict imports of 
textiles from 12 developing countries, 
including China and India. In the great 
struggle for 2 billion hearts and minds, 
the rich capitalist world could yet snatch 
defeat from the jaws of victory. 





Table 3: Trading up 
Total exports, Exports of manufactures, Annual average Share of total exports Share of manufactured 
1983 $ (billions) 1983 $ (billions) growth of manufac- in world exports, % exports in world exports 
tured exports, % of manufactures, % 
1983 2000° 1983 2000° 1983-2000° 1983 2000" 1983 2000* 
China 22.0 103.0 12.0 78.0 11.6 3.7 1.1 3.3 
India 12.0 46.0 6.0 32.0 11.0 0.6 1.7 0.5 1.4 
“assuming that 


(a} China—exports as percent of GDP rise from 9% (1983) to 12% (2000), Excluding Hongkong post-1997 
India—exports as percent of GDP rise from 6% (1983) to 8% (2000) and, for both countries, manufactured exports rise twice as fast as primary exports. 
(b) World exports (total) and world exports of manufactures grow at 1973-83 average annual rates 
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PRIVATISATION 
EVERYBODY’S DOING IT, DIFFERENTLY 


The selling of state assets—from airlines to jute mills—is captivating 
politicians everywhere, even in socialist Span and communist China. 


At its best, “privatisation” creates compet 


tion, efficiency and wealth. 


At its worst, it substitutes insensitive privately-owned monopolies for 
insensitive publicly-owned ones and feeds corruption. This survey 
looks at the motives, and the (very limited) experience so far, of those 


enthused by privatisation. 


e enthusiasm is catching. Consider the 
converts. Britain’s telephone system is 
now in private ownership, with the gas 
system, the biggest airline and the main 
airports to follow within the next year or 
two. By 1990, private shareholders will 
control Japan’s telephone system, biggest 
airline and national railway company. 
Brazil may eventually privatise more than 
100 state-owned enterprises; Mexico has 
around 250 up for sale. Almost every- 
where outside Russia’s back yard, gov- 
ernments are either selling assets or talk- 
ing of doing so. 

Consider next the money involved. 
When receipts from house and land sales 
are included, Britain’s privatisation pro- 
gramme has so far raised more than £19 
billion and the government expects it to 
raise another £14.25 billion over the com- 
ing three years. Japan’s government 
stands to get almost $40 billion from the 
partial sale of Nippon Telegraph and 
Telephone. Singapore has raised $240m 
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by selling a minority stake in its sexist 
airline. What is happening around the 
world is the greatest exchange ever of 
money and property between private citi- 
zens and their governments. 

Not everybody thinks the transaction 
worthwhile. Misgivings are elegantly 
summed up by the 91-year-old Earl of 
Stockton, who was plain Mr Harold Mac- 
millan when he was Britain’s Conserva- 
tive prime minister from 1957 to 1963. 
“First of all the Georgian silver goes, and 
then all that nice furniture that used to be 
in the saloon. Then the Canalettos go.” 
In other words, governments are selling 
to provide for current spending—in busi- 
ness a sure way to go bankrupt. So what 
do governments do when they have noth- 
ing left to sell? 

That is not how some of the brightest 
theorists see it. Mr Gavyn Davies, an 
economist well paid by Britain’s private 
sector, says that talk of ‘selling the sil- 
ver” is “based on somewhat sloppy think- 





ing”, because a government's sale of 
assets is essentially no different from its 
sale of gilts. 

Others agree, but for less cerebral 
reasons. In the 1970s, the loss-making 
propensity and poor service of much of 
the public sector—in developing coun- 
tries as well as Western Europe and 
North America—seemed incurable. 
Trains did not run on time; miners went 
on strike demanding higher wages to 
produce coal at a loss; workers in state car 
companies did the same; third-world trea- 
suries were effectively bankrupted by 
their state-owned enterprises. Mean- 
while, the monetarism of Mr Milton 
Friedman and the Chicago school of 
economists suggested to politicians (espe- 
cially the conservatives who would soon 
take power in America, Britain and West 
Germany) that further subsidies to state 
industries would serve mainly to aggra- 
vate the problem. 

The lesson is simple, according to the 
ideologues: the public sector will always 
tend towards inefficiency, since it cannot 
go bankrupt and therefore has no com- 
pulsion to compete or to excel. Financial 
targets can,.ultimately, be ignored. Even 
when industries are “liberalised” or “de- 
regulated"”—eg, by competitive purchas- 
ing of telecommunications or defence 
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state enterprise. 
The proffered solution is equally sim- 






t the private sector, where only the 


urvive, push back the frontiers of the 
te, pepan will benefit because a 








nomic srength—so do their tests. Do hot ` 


‘that: Selling a government-owned 
| in Manila is the same as selling ‘the 
North. Sea ‘oil fields of the British Gas 
ore : 


The theoretical arguments, for privatisa- 
are not as clear-cut or convincing as 
the propagandists would wish. There are 
e starting problems. How do you 
define privatisation? How do you prove 
that the public sector is-less efficient than 
the private sector? How do you satisfy 
yourself that consumers benefit? 
_ The best—and British—stab at a defi- 
nition of privatisation is that it is a process 
which transfers ownership and control of 
a- state asset to the private sector. That 
ieans the sale of anything over 50% of 
an asset to private investors (although, in 
practical terms, control may still rest-with 
a government holding a large minority 
stake). But if this definition were used, 
is survey would cover Britain and al- 
most. nowhere else. Most governments 
are selling off only minority stakes in the 
ssets they own, but still call their actions 
ivatisation. Their reasons may be politi- 
cal-caution, a lack of local capital or a 
imple wish to raise money without sur- 
ndering control. Reluctantly, we shall 
cept their terms of reference, on the 
asis that any reduction—however mi- 
10r—in the role of the state will theoreti- 
ly help the private sector and thus the 
er. 
do you prove the private sector is 
ficient than the state one? Proof 
yond all doubt is probably impossible 
btain. The public and private sectors 
t usually overlap enough to allow a 
parison’ of like with like in, eg, pro- 
vity or marketing (Europe’ s car in- 
try is one exception). Also, the man- 
gement of a private-sector company has 
asic responsibility to maximise profits 
r the. shareholders; ‘the managers in a 
tate organisation may have a responsibil- 
to deliver services regardless of price; 
t to employ labour which is surplus; or 
sell a product or service below cost. 
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titio n will l lead tö better ‘quality at. 
lower prices. It is this potest which is 
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How then can you sensibly compare the 
two managements? 

Academics nonetheless try. One study 
found that in 1968-69 it cost the New 
York Department of Sanitation $40 (of 
which $32 went on labour) to deal with a 
ton of rubbish, but private contractors 
only $17 (of which $10 for labour). Re- 
search in Australia found that in the mid- 
1970s Ansett, a privately-owned (but reg- 
ulated) airline, was plainly more 
productive than the public sector’s Trans 
Australian Airlines. In Britain, rates of 
return in the private sector have stayed 
well above the public sector’s for the past 
40 years. The highest ever level (gross 
trading profits, net of capital consump- 
tion, as a percentage of net fixed assests 
at current replacement cost) for Britain’s 
public corporations was 3% at the end of 
the 1960s. 

But collecting rubbish in New York is 
not the same as collecting it elsewhere; 
Australia’s domestic airline industry has 
always boomeranged between various po- 
litical interests; and politicians have di- 
rected and misdirected the activities of 
Britain’s: public corporations from their 
inception. 

Mr Robert Millward, a professor from 
Britain's University of Salford, notes that 
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“low profitability is not inconsistent with 
an efficient management”, and con- 
cludes: “There seems no general ground 
for believing managerial efficiency is less 
in public firms.” 

Managers now moving from the public 
to the private system emphatically di 
agree. They cite the demoralising effec 
of political interference and bureaucratic: 
delay. The chairman of privatised Cable 
& Wireless, Sir Eric Sharp (once a high- 
flying civil servant in Britain), decided in 
a matter of days in 1984 to take control of 
Hong Kong Telephone and invest in 
China. If C&w were still owned by Her 
Majesty's Government he believes minis- 
ters and officials would still be pondering... 
Almost to a man, managers who have 
crossed the divide say that both the pros- 
pect and reality of privatisation have 
improved their performance. 

This still leaves the question of monop- 
olies—ie, do consumers benefit? Wheth- 
er Sir Eric or Mr Millward is right may not 
matter‘in a competitive environment. If 
the privatised Jaguar car company fails,, 
so be it—there are other companies from 
which to buy cars. But if the British Gas 
Corporation, to be privatised in 1986, 
fails to- satisfy the consumer, too bad— 
there’ is no other. r company from which 





most consumers can buy gas. 

Mrs Thatcher’s government claims to 
have the answer. Management will be 
better in the privatised monopoly because 
it will operate, plan and invest free from 
political interference and the constraints 
of overall government spending. And 
meanwhile the consumer will not be ex- 
ploited for the sake of shareholders’ prof- 
its because a regulatory agency will moni- 
tor the monopoly’s performance and 
correct it when needed. 

Mr John Moore, the Treasury minister 
in charge of privatisation, argues that past 
experience “‘has surely taught us that, 
from the customer's point of view, the 
State is just as likely to abuse a monopoly 
position as a private owner”. He ought to 
know. The British Treasury has almost 





routinely forced the gas, electricity and 
water industries to charge their consum- 
ers more than the industries’ chairmen 
thought either necessary or justified. 

Has Mr Moore really squared the cir- 
cle? When the Tories came to power in 
Britain in 1979 they said that the true 
reason for privatisation was to introduce 
competition for the benefit of the con- 
sumer. The “natural monopoly’—where 
a single firm can produce more efficiently 
than two or more—was viewed with sus- 
picion. There was talk of dividing mono- 
polies by their function, and of putting 
out to franchise the resulting units. Legis- 
lation in 1983 made it possible for private- 
sector companies to compete with the 
public corporations to supply electricity 
and gas. The talk has died away; the 
legislation is unused; and the consumer 
must put his faith in regulation. 

That should make any consumer un- 
easy. Regulatory bodies have a history of 
being “captured” by their industries. Un- 
der strict regulation, American airlines 
made profits (through a regulated return 
on costs) at the expense of their ticket- 
holders. Since deregulation in 1978, some 
airlines have gone broke, others have 
prospered—but productivity has soared 
and prices on average have fallen. 

Mr John Kay, of Britain’s Institute for 
Fiscal Studies, says: ‘Privatisation began 
as an exciting and innovative attempt to 
restore market forces to areas of the 
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public sector which had traditionally been 
seen, since the nationalisation pro- 
gramme of the 1945-50 government, as 
appropriate subjects for centralised co- 
ordination and control. The government 


PRIVATISATION 


has now abandoned the attempt to pursue 
market solutions. . . ."’ The cynics say no 
one should be surprised: privatisation has 
become an excuse for raising money. It is 
indeed, “selling the silver”. 





Fellow-travellers 


In recent months, foreign government 
deputations have trooped, unpublicised, 
through the corridors of Britain’s Trea- 
sury. They have come from more than a 
score of countries, including Belgium, 
Thailand, even communist China and 
socialist France, Their purpose is to learn 
both the ideology and the mechanics of 
privatisation. 

The need to master the mechanics 
should not be underrated. Buyers must be 
identified; a method of selling chosen; the 
amount to be raised determined; and the 
company’s potential assessed. There may 
be legal problems (eg, of ownership) to 
be solved before a sale can happen. A 
coterie of British merchant banks—eg, 
Kleinwort Benson, Morgan Grenfell, 
Schroder Wagg, N. M. Rothschild & 
Sons, Baring Bros, Hill Samuel, War- 
burg—see rich fees ahead from selling 
their expertise in the new arts of privatisa- 
tion. But interest in privatising is one 
thing; doing it quite another. Nor will 
British banks automatically get the best 
pickings: despite keen British bidding, 
Turkey has chosen America’s Morgan 
Guaranty and Lazard Freres to advise it 
on privatisation. 

What is clear is that Britain is the 
biggest and most advanced laboratory for 
the testing of privatisation. What is equal- 
ly clear is that other countries—while 
studying Britain’s results—will still per- 
form their own experiments in their own 
ways. Consider the following examples in 
East Asia. 


Japan is Asia’s most advanced country. 
Its annual GNP per head is over $10,000, 
compared with $15,500 in America and 
$260 in India; the stock exchange in 
Tokyo is the world’s biggest after New 
York, with an equity capitalisation of 
$817 billion compared with New York’s 
$1,711 billion, London’s $290 billion and 
Tel Aviv’s puny $6.1 billion; its domestic 
savings ratio, at 17}% of income, is 
among the world’s highest. In other 
words, privatisation in Japan will not lack 
investors. 

Their choice, however, will be limited 
to a “big four”. During the next five 
years, a small public sector will become 
smaller still as the Japanese government 
sells all or part of its stakes in Nippon 
Telegraph and Telephone (NTT), Japan 
National Railways, Japan Tobacco, and 
Japan Air Lines. 

The decision is no volte face of the kind 
that might occur when a right-wing gov- 
ernment succeeds a left-wing one. Con- 
servative governments have ruled Japan 
since 1949; there has never been a com- 
mitment to nationalisation. Electricity, 
gas, steel—even the shrunken coal indus- 
try—are in private hands. Japanese bu- 
reaucrats are powerful (the Ministry of 
Finance once even regulated the colour of 
toilet paper in banks) but they operate 
from a distance; they prefer private oli- 
gopoly to public monopoly. The govern- 
ment reasons that privatisation will raise 
money; competition and deregulation will 
wake up sleepy public firms. Britain and 





a eee ee ee ee 


ie el a 





PRIVATISATION 


_ Japan say much the same thing—but the 
Japanese say it less stridently. 

Privatising in Japan is thus a cautious 
progress. NTT’s monopoly was broken on 
April 1 1985. The idea, as in Britain and 
America, is that telephones and comput- 
ers are converging and that competing, 
private-sector firms will best provide new 
services in a sector important to produc- 
tivity in the whole economy, 

But whereas American Telephone and 
Telegraph was ordered to dismember 
itself before mixing computing with tele- 
phony, Japan has chosen to keep NTT 
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i intact and to allow newcomers. Three 
f private firms plan to offer telephone 
it services, but not until 1987, and though 
t many firms will offer value-added tele- 


coms services, NTT will still dominate— 
not least because the government will 
divest itself of its holding only gradually. 
The Finance Ministry says it will sell up to 
= half NTT’ shares in the four years from 
- April 1 1985 and eventually two-thirds— 
but has not said when or how. Those 
ai shares might take Y6 trillion-8 trillion 
Į from the Tokyo market (one reason for 
i doing it slowly) and none—subject to a 
; possible review in 1990—will be sold to 
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foreigners. 
i , Meanwhile, the new NTT is relishing its 
t future. It has set up new affiliates; begun 
to look for engineering work abroad; and 
__ shaken up Japanese computer companies 
by starting a joint venture with IBM in 
value-added network services. But be- 
ware: bureaucrats and politicians are try- 
K ing to keep control of their fief and NTT’s 
vote-winning investments. The 74-year- 
old president, Mr Hisashi Shinto, is from 
the private sector (he built supertankers) 
but will retire soon—and his successor 
may be a more bureaucratic man. 

Japan Tobacco’s monopoly, like NTT’s, 
ended on April Ist. Though the urge to 
privatise played a part, the real reason 
was to appease foreigners protesting 
about the treatment of imported ciga- 
rettes. A few years ago, foreigners could 
advertise only in English, not widely 
understood in Japan; could only sell 
_ through a few outlets; and could distrib- 

-~ ute only through the tobacco monopoly. 
These hurdles have gradually been low- 
ered, and since April Ist foreign firms 
have been allowed to set up their own 
distribution networks. 

Do not mistake this for competition. 
Japan Tobacco’s shares will not be sold 
until at least April 1 1987. It barely breaks 
even, but the government will not push it 
to cut costs because that might annoy 
(and bankrupt) the high-cost domestic 
growers of tobacco leaves. Moreover, it 
has over 95% of the market and remains 
the only firm allowed to manufacture 
cigarettes in Japan. 

Rather less protection is being offered 
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Calling up the 
to Japan Air Lines, the most recent 
arrival in the privatisation queue (though 
in a way the first, since the airline was 
listed in 1961). The government owns 
35% of JAL’s shares. Confirmation that 
these could soon be sold came after a JAL 
jumbo jet crashed in Japan in August 
killing 520. The crash makes the sale date 
uncertain, but the government wants to 
be seen to be doing something to shake 
up its flag-carrier and has long wanted to 
open up some of JAL’s international routes 
to its two private domestic competitors, 
All Nippon Airways and Toa. 


On track 

The Japanese government’s biggest pri- 
vatisation challenge is Japan National 
Railways. The big state-run network loses 
more than $20m a day. Only JNR’s Tokyo 
inner circle line, the Yamanote, and its 
Shinkansen (bullet train) from Tokyo to 
Osaka turn a profit. Yet for years efforts 
to cure JNR's disease have foundered on 
politicians’ refusal to allow local lines to 
be cut and a workforce of 300,000 to be 
trimmed. How do you sell such a beast? 

The government's answer is to dismem- 
ber JNR and restructure its balance sheet. 
In April 1987, JNR will be split into six 
private, regional firms; plus a national 
private firm to own the bullet-train net- 
work and lease it to the regionals; plus a 
national freight firm. In theory, the six 
firms will make a profit in their first year 
once the government has relieved them of 
JNR’s long-term debt. 

The calculation is a matter more of 
judgment than arithmetic. The govern- 
ment will sell part of JNR’s big land assets 
to pay. off half the Y37 trillion of long- 
term debt, but will the unions accept that 
cast-off workers will be found other jobs? 

A former president of the railways, Mr 





Iwao Nisugi, was a pessimist—so the 
prime minister, Mr Yasuhiro Nakasone, 
sacked him in June. In Japan, as else- 
where, privatisation is a contentigus po- 
litical issue. 


Marcos’s empire 

For the worst mess, look at the Philip- 
pines—a nation of debt, poverty and 
corruption. Privatising its economy in the 
midst of the deepest recession since Japan 
invaded the Philippines in 1941 may, 
ironically, be the surest way of perpetuat- 
ing the monopolies and oligopolies built 
by the business-friends of President Fer- 
dinand Marcos during a generation of 
autocratic rule. 

This is not what the International Mon- 
etary Fund (IMF) had in mind when it 
ruled that in return for a rescheduling of 
its debts, the government should unload 
its vast holdings. The problem is that M 
Marcos’s friends are the only business- 
men with the money and nerve to invest 
in the Philippines. Their reward in some 
instances is to buy back, at magnificent 
discounts, their old businesses that were 
nationalised because of their failure to 
repay government-guaranteed loans. 

The debacle of nationalisation is unde- 
niable. When a textile tycoon, Mr Dewey 
Dee, fled the Philippines in 1981 leaving 
debts of about $80m, he triggered a string 
of business collapses—and the result was 
that one bankrupt conglomerate after 
another was taken over by the govern- 
ment. That, of course, has served only to 
lessen the viability of the public sector. 

The catalogue is dismal. The Philippine 
National Bank (1984 operating losses of 
$59m) and the Development Bank of the 
Philippines (1984 losses of $359m) have 
non-performing assets of approximately 
$5 billion—over 40% of their total assets 
The National Development Compan 
manages another 36 foreclosed business- 
es. The government’s 248 corporations 
have a total assets value of 678 billion 
pesos ($36.6 billion) and a net worth of 
216 billion pesos ($12 billion), The Na- 
tional Power Corporation owes over $3 
billion in long-term debts; Philippine Air- 
lines owes $773m. In 1985, the Govern- 
ment allocated 15 billion pesos ($811m) 
to keep its 13 largest non-financial com- 
panies going and a further 12.8 billion 
pesos ($692m) to keep its financial institu- 
tions afloat—all this after the reschedul- 
ing of their short-term foreign 
obligations. 

The IMF says enough is enough: the 
government must sell whatever it can to 
help make its debt-rescheduling pro- 
gramme work. But the privatisation drive 
has so far traced an erratic, and even 
backward, course. While in the early 
1980s the Development Bank of the Phil- 
ippines (DBP) was trying to unload its 
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ggle of luxury hotels, mothballed sugar 
nd coconut mills, cement plants, car 
factories, banks, textile: mills, mining 
: companies, shipping lines.and oil rigs, the 
ambitious minister of trade and industry, 
“Mr Roberto Ongpin, was busily acquiring 
more companies for his National Devel- 
opment Company (NDC). 

In justifying the government’s owner- 
ship and support of bankrupt companies, 
Mr. Ongpin says that liquidating them 
would swell the ranks of the unemployed 
and blunt the country’s competitive edge 
in international markets. He thinks that 
“government technocrats can succeed 
¿where the President’s cronies failed. 

. Accountancy is one way: he has man- 
-aged to make NDC show regular profits 
(23m pesos in 1983; 504m pesos in 1984) 
by ignoring companies’ 
debts. The same kind of creative account- 
is being used with the ppp, One 
„Scheme to shove all the flops.on to. the 
books of a:foreclosed commercial bank 

and then declare it debt-free was spotted 

by an economist at the Asian Develop- 






















































ment Bank only after the World Bank 


had unwittingly approved the idea. But 
practically all of the DBp’s efforts to make 
good its assets have been a failure: it has 
managed to sell only about 5% ofits 65 
billion pesos of dud assets to the private 
sector—mostly to Mr Marcos’s cronies, at 
give away prices. Mr Lucio Tan, a ciga- 
rette tycoon, bought the government's 
~ 71% stake in the 508-room Century Park 
Sheraton hotel for $8.5m with a 20% 
-down-payment and five years to pay at 
10% a year. 
All this and more reminds foreign lend- 
ers that politics and business are related 
inthe Philippines—and that without con- 








The Philippines is the extreme—but 
others in South-East Asia are feeling the 
strain of slower growth, wider budget 








outstanding 


fidence in the private sector, privatisation 


deficits and larger foreign debt. In the six- 


nation ASEAN grouping, only Brunei, with 


much oil and few people, is rich enough 
to indulge the public’ sector. The others 
are pushing their businessmen to take 
over from their bureaucrats (though In- 
donesia’s government does little to en- 
courage private business to shoulder 
more economic responsibility). 

In the -past, the bureaucrats and the 
ministries. were the ‘agents of develop- 
ment—so.the public sectors wete bound 
to grow. There was another reason, too: 
the authorities in Thailand, Malaysia and 
Indonesia built big state corporations to 
offset the economic power of overseas- 
Chinese businessmen. 

This is no longer so important: in 
Thailand, the Chinese have integrated 
reasonably well with the local people; 
even in Malaysia, where the races are 


-more finely balanced, the government 


now feels less need to favour the indige- 
nous bumiputra. 

Reducing the public sector, however, is 
not easy if you don’t know its size to start 


with. Ministers in both Malaysia and 


Thailand are still trying to determine the 
exact extent of the operations of their. 
state corporations. In Malaysia, the cor- 
porations were not included in the budget 
estimates until 1984. And capital spend- 
ing by 40 so-called off-budget agencies is 
expected to rise this year by M$1.3 billion 
(US$530m) to M$8 billion, a 19% in- 
crease over the previous year and equal to 
the combined development spending of 
federal and state governments. 

Thailand guesses there are about 70 
state enterprises, whose total deficit on 
current and capital accounts are expected 
to have doubled to 45 billion baht ($1.7 
billion) in the two years to September 
1986-—equal to 3.5% of gross domestic 
product. Foreign borrowing by these 
companies comprises two-thirds of Thai- 
land’s $8 billion public external debt. 

Singapore's ministers have no such 
budgetary problems. Instead, they feel 
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excessive state control may handi 
their island’s future growth. Excessive 
not, the government’s grasp is wid 

owns or controls. 450 companies; sta 
tory boards own around another 40 
ownership extends from the Jurong B 
Park to the Development Bank of Singa 
pore (DBS). Together with the rest of th 
450, they accounted in 1983 for a quart 
of the country’s GDP. 

But costly mistakes include a $1 billion 
petrochemicals investment in 1984,.w 
lost $$33.6m (US$15.8m) net on 
of $$318m in its first 11 month: 
the government has said since. that i 
start new industries only where. pri 
businessmen have neither the will nor th: 
cash to do so. Otherwise, it wil 
listings of state firms on the (rece 
rocky) local stock market or sell min 
stakes in firms where government int 
vention is not thought essential. Thal 
promise is slowly being fulfilled. 
biggest state investment company, Tema. 
sek, said in May 1984 that it would sell 
44% share in Mitsubishi Singapore Heas 
Industries; five months later, it sold it 
45% stake in a local subsidiary of Rank 
Hovis McDougall, a British food group. 

This is small beer compared to 
sek’s sale in mid-November of hal 
100m shares on offer (16% of the equity 
in the flotation of Singapore” Airline 
(SIA). Up to half of the shares were place 
with institutions in Tokyo, London ai 
New York. Among the biggest benefici: 
ries of the float were the airline’s ow 
employees, who already owned 23% 
the shares.. With luck, SIA's shares wil 
perform better than those of the last st 
company to be floated: shares in Ni 
Orient Lines, a shipping firm, issuéd 
1981, are now languishing at little m 
than a third of their original value, 

Neighbouring Malaysia sold shares 
its airline last October; 30% of the 351 
shares in MAS were sold, with the : 
tion that only Malaysians ‘could ‘bu 
1988, the government is likely to’ re 
its share to 30%—but with a ‘special. 
redeemable preference share enti 
to appoint six of the 14 directors. 
pore, in contrast, plans to sell: no 
than half of sia. ) 

The MAS sale is part of an ad 
programme. The government: 
sell a container terminal near Kuala | 
pur, hotels, car parks, water supplies an 
even a lottery. A third television chat 
the first in private hands, was set up i 
August 1983. Even airforce maintenance 
has been privatised. 






















































But not all goes ssmoottily, Plans for e 





hased sale of Malaysia’s telecommunica- 
ons network are under threat because 
e 18,000 “strong telecoms union fears 
rivatisation: will ‘mean. the loss of non- 
alaried benefits, such as housing loans 
nd pension rights. 

ailand’s. problem is more. basic— 
po erty. Schemes to shrink the public 
ector are hampered not by hostile unions 
ut. by a scarcity of buyers for a score or 
iore loss-making manusactanng firms 



































“The international lending agencies are 
ating their own children, dismantling the 
titutions they created in the 1960s.” 
metaphor from a consultant to one of 
» agencies is, as yet, more vivid than 
rate. The agencies—such as the 


ment Banks; or the OPEC Fund— 
lend to:the.poor. And by definition the 
or have little. worth selling—in particu- 
ar the inefficient state enterprises set up 
0 years ago with the help of development 
perts from the international lending 
enicies (ILAs). 
This, in essence, is why privatisation in 
e- less developed countries (LDCs) is 
juch talked of, but as yet seldom prac- 
ised. The Kenyan government, for one, 
et up a committee under Mr Duncan 
degwa-to look at the state sector: it 
fted three years ago that.the state 
tor was grossly inefficient and recom- 
nended privatisation as a solution. De- 
vite the establishment of a divestiture 
ymmittee, no state-owned enterprise has 






The LDCs have good reasons for both 
heir interest in privatisation. and their 
kof action. They have not undergone a 
iden conversion to free-wheeling capi- 
alism; they have gradually realised that 
“state-owned enterprises are not working 
successes like the Kenya Tea Develop- 
ment Authority are rare) and that subsi- 
ies. are becoming intolerable. Zambia is 
intypical. The net claim on its budget 
non-financial state-owned enterprises 
around 5% of GDP in 1966-69; by 
“80 it had risen to over 10%. Even 
all improvements in their performance 
id work wonders. If enterprises in the 
te sector could: cut- costs and boost 
ues by 5%, Tanzania could finance 
s health spending and ‘Turkey could 
ut taxes by 10%; if Liberia could halve 
bsidies, it could double its effort in 
n. Since managers on the public 
have usually failed to improve the 



















ate enterprises, the alternative is to let. 


rivate-séctor managers try. 
The agencies have an additional mo- 


forid Bank, the African and Asian De- 
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tories). A government insistence that the 
bus authority in Bangkok be privatised 
before it is modernised looks futile—for 
who will buy the state’s biggest loss- 
maker? Even the proposed sales of the 
efficient Electricity Generating Authority 
of Thailand and Thai Airways Interna- 
tional face delays: managements worry 
that the cost of international borrowings 
will rise if they are no longer eligible for 
government guarantees on loans. 


Selling off the family copper 


tive. They are, as always, under pressure 
to adapt their philosophy of development 
to the current orthodoxy of the developed 
world. Reaganism and Thatcherism be- 
come important because, ultimately, 
their practitioners hold many of the purse 
strings. The United States Agency for 
International Development, now ‘‘evan- 
gelical” in its advocacy of privatisation, 
has circulated 65 LDCs for their views and 
received 61 positive responses, The 
World Bank and the Asian Development 
Bank are also interested. 

Do not mistake interest for action, The 
iLAs are more geared to dealing with 
government-run projects. The idea of 
financing a privatisation (eg, by balance- 
sheet restructuring) is novel and to some 
bureaucrats alarming. The governments 
are happy to sell off their loss-makers— 
which means doing the near-impossible— 
but want to keep their profit-makers. 
None. of this augurs for an effective pri- 
vatisation policy. 

Other difficulties exist. In many. coun- 
tries, state enterprises perform a genuine 
welfare function. Often the only potential 
purchasers are the elite from whom the 
assets were bought or taken in the first 
place—and selling to them cam be politi- 
cally impossible. Kenya is among. the 
African countries loth to consider either 
foreign buyers or domestic buyers of 
Asian origin. 

Worst of all is the problem of finding the 
money. Black Africa has virtually no 
capital markets other than Abidjan, Har- 
are and Nairobi. That means that success- 
ful privatisation will normally mean bring- 
ing in foreign money—which means the 
kind of involvement by multinationals that 
many LDCs have long resented. And for- 
eign partners in joint ventures are often put 
off by overvalued currencies and restric- 
tions on the repatriation of profits. 

So where among the ranks of financial- 


co, Brazil and Chile; All are huge debtors 


ly-embarrassed third-world countries are: 
the candidates which could make privati- 
-sation work, given the political will? Look 
-at three nations in Latin America: Mexi 






lion);:all. are ‘under pressure from their 
creditors to privatise; and all have private 
sectors potentially able to operate what 
the state gives. 









Mexican mafiana 
On October 28th, President Miguel de la 
Madrid’s government sold the Nacional 
Hotelera chain to’a private Mexican in- 
vestment .group backed by two state 
banks as minority partners. The purchase 
price was‘ put .at’ 27.2. billion pesos, or 
about $84m at the official “controlled” 
exchange rate: 

To Mexicans, the sale marked the seri- 
ous intent of the de la Madrid administra- 
tion to reverse the 12 years of state-sector 
expansionism—into everything from de- 
odorants to tricycles—carried out under gs 
Presidents Luis Echeverria and Jose Lo 
pez Portillo. 

In its first few months, the government 
turned Renault de Mexico and the associ- 
ated Vehiculos Automotores Mexicanos, 
wholly state-owned carmakers, over to 
Renault of France. Its commitment to 
privatisation - subsequently became 
bolder, in part to convince foreign bank- 
ers to be generous. On February 6 1985, 
the cabinet formally decided to “‘liqui- 
date, dissolve, merge, transfer or sell” 
236 state companies and agencies over the 
course of the year. 

Yet, halfway. through the administra- 
tion’s six-year term, that commitment to 
divest non-essential government busi- 
nesses now appears more rhetorical than 
real. Most-of those on the auction block 
are obscure: or defunct, few are economi- 
cally attractive, and fewer have been sold. 
In all, only 31 of the 236 entities have 
actually gone up for sale, along wit 
minority government interests in anothe 
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13 firms. 

In other words, is the government still 
serious? Conspicuously absent from its 
privatisation list are such logical candi- 
dates as Compania Mexicana de Avia- 
cion, Latin America’s busiest passenger 
airline. Until the 1982 debt crisis forced a 
state rescue, Mexicana had long been 
privately owned and professionally man- 
aged. But last November, the govern- 
ment said it must hang on to the airline, as 
transport was an industry of “strategic” 
importance. Similarly, despite investor 
interest, the government has refused to 
sell primary petrochemical firms. 

The lawyer of an American company 
that wants to buy a manufacturing firm on 
the government's list says of Mexico's 
policy of privatisation: “It isn’t because 
we are foreign that they don’t want to sell 
the company to us. They don’t want to 
ell the company to us because they don’t 
want to sell it to anybody.” 


Brazil tries harder 

Brazil's president, Jose Sarney, for the 
moment at least, sounds more serious 
than his Mexican counterpart. “Rarely in 
our history have we had such an opportu- 
nity to change the nature of Brazil's 
economic process”, he declares. “Lead- 
ership of the economic development pro- 
cess should now pass to a private sector 
freed from the shackles of statism.™ And 
with a reference to the mountain, topped 
by a statue of Christ. above Rio de 
Janeiro, he adds: “Be assured that our 
plans include companies of much greater 
significance than the tram-car up the 
Corcovado.” 

Some of President Sarney’s officials are 
less passionate. To them, privatisation— 
or “de-statisation™ in the local terminol- 

gy—is the pragmatic reaction to the 
tate’s overwhelming debts. And pragma- 
tism has usually taken precedence over 
ideology in Brazil: for two decades. it was 
a conservative pro-business military re- 
gime that increased state intervention in 
the economy because the mega-projects 
of development were beyond the private 
sector's capacity; now it is a civilian 
administration, peppered with leftist 
economists, that is reversing the process, 

The military regime that stepped down 
in March was itself a preacher of Presi- 
dent Sarney’s new message. In 1983, 
General Joao Figueiredo’s government 
listed 89 companies—all of them private 
firms that had gone broke and been 
“rescued —that it wanted to be rid of. By 
the time it left office, 20 had been priva- 
tised and 27 more had been merged or 
handed over to loca! authorities. 

President Sarney seems intent on going 
further. He is willing to surrender control 
of the remaining 42 once-private firms on 
President Figueiredo’s list and to add 
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Mexicans queue more for food than shares 


another dozen to the category of compa- 
nies to be “returned” to the private 
sector. He is also ready to privatise non- 
strategic state companies and even to 
open up such key corporations as the 
Petrobras oil monopoly and the Vale do 
Rio Doce mining giant to private capital. 
At the end of November, the National 
Bank of Economie and Social Develop- 
ment began selling 5 billion shares in 
Petrobras through 15,000 banks and bro- 
kerage offices around the country to raise 
$400m that otherwise would have needed 
new taxes, new borrowing or new money 
from the mint. The plan during the next 
two years is to divest or close at least 
another 100 state companies from a list of 
520; sell shares in other state enterprises: 
and shut redundant government offices. 
Numerically, that ought to be easy. A 
project to identify the full grasp of the 
state has so far found more than 20,000 
federally-owned companies and official 
bodies—and that may be only a third of 
the final total. Politically, it may be 
harder. Having emerged from a long 
stretch of authoritarianism, Brazilians of 
all political colours favour a reduction of 
economic as well as political centralism, 
and ordinary Brazilians seem delighted at 
the prospect of returning a pampered 
elite in the state sector to the real world. 
But thuse ordinary Brazilians include the 
1.2m workers in the state companies and 
the Im more employed by the federal 
government: they will not like a real 
world which takes away their jobs. 
Resistance is already apparent. When 
Mr Roberto Gusmao, the industry and 
commerce minister, sought to disband the 
government's coffee. tourism and sugar 
institutes. a reduction in their staffs was 
all he could achieve. When he suggested 
privatising VASP, Sao Paulo state's air- 
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line, the local governor, Mr Franco Mon- 
toro, bleated in protest. 

The main doubt is whether Mr Sarney, 
who came to power because of the death 
in April of the popular president-elect, 
Tancredo. Neves, can stand firm. An 
interministerial commission to examine 
destatisation is wrestling with a public 
sector monster dominated by nine huge 
corporations—Petrobras, | Companhia 
Vale do Rio Doce, Siderbras (steel), 
Eletrobras (electricity), Itaipu (hydro- 
electric complex), Telebras (telecom- 
munications), Rede Ferroviaria Federal 
(railways). Portobras (ports) and Nucle- 
bras (nuclear energy)—which account for 
over 75% of the “parastate” budget. 

Brazil has come up with three ways to 
tame the monster: 

@ Companies that were “rescued” from 
the private sector will either be sold off 
(with capital restructuring if needed); 
transferred to state or municipal govern- 
ments; or closed. 

@ Companies formed by the state that 
play no strategic role in the economy— 
often service or supply subsidiaries to 
leading corporations—will be privatised. 


@ The government will sell off an impor- 


tant part of the share capital of the big 
state corporations, but without surren- 
dering control. Eletrobras and Siderbras 
require large infusions of new capital (the 
World Bank is expected to help) before 
they can hope to appeal to the public, but 
Telebras, Portobras, the postal service, 
Petrobras and Vale do Rio Doce are all in 
good shape. 

Although the Sao Paulo and Rio de 
Janeiro stock exchanges are small and 
highly speculative. officials believe the 
vast number of treasury bonds on the 
market demonstrates that liquidity is 
available. Using the Petrobras offer as a 
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ideology. Chile is an exception. The mili- 
‘tary government is committed to the 
Chicago school of economics, and. its 
lief that the state share of the economy 


say. Sorting out the real owner- 
hip of up to half the productive sector in 
ile is taxing the ingenuity of the Chica- 
onomists—and. the government's 
conomic team talks of the public, the 
private and the “funny” (“area rara’) 
ectors. . 
«The first-stage of privatisation was a 
scramble to denationalise after the over- 
throw of the leftist, and democratically- 
elected, Popular Unity government in 
1973. Domestic credit was eased (eg, by 
educing the banks’ reserve require- 
ents). The. state holding company, 
Corfo (Corporacion de Fomento), acted 
as vendor for most of the 370-odd compa- 
nies it held. It kept charge of a “strategic” 
group of 15 companies (including the 
Steel company, the two power companies 
nd the national explosives manufactur- 
er). The rest, and also the banks, were 
sold to the highest bidder. 
< In consequence, some very large busi- 
_ ess empires were built very quickly on 
very shaky foundations. By the beginning 
of 1983, the two biggest groups, headed 
by the Cruzat-Larrain clan and by Javier 
Vial, and several smaller conglomerates 
had crashed. The government—refuge of 
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{-resort—picked- up- their- holdings, 
ed a good many of the com- 
panies originally sold off in: the mid- 
1970s. But some things went right in the 
Chilean experiment; for all the problems 
in the financial sector, a genuine capital 
market was emerging. 

Chile's next experiment was braver by 
far. In 1981, a private’pension fund sys- 
tem was inaugurated: ten Administra- 
doras de Fondos Previsionales (AFPs) pro- 
vide old age, sickness and maternity 
benefits, health insurance and unemploy- 
ment and family allowances on the basis 
of the individual's savings. By the end of 
1984, the system had 1.1m subscribers— 
about 70% of the total previously affiliat- 
ed to the state system. 

Everybody in employment is obliged to 
contribute to either the old state system 
or to one of the new funds. But the self- 
employed can join only the private sys- 
tem. And workers opting to remain in the 
State system pay a higher contribution 
(averaging 27% rather than 19% of tax- 
able income). Not surprisingly, the at- 
tractions of the private system are strong, 

Supporters of the change claim that the 
pension funds’ costs are lower, hence the 
savings. But a study by Mr Jose Pablo 
Arellano of the opposition Christian 
Democrat think-tank, CIEPLAN, indicates 
that the funds’ costs are actually higher 
than those of the old state system—in part 
because they spend a high percentage of 
their income on marketing, competing 
with each other for a captive market; in 
part, too, because their small size makes 
them cost ineffective. 

The reason why contributions are low- 
er in the private sector, Mr Jose Pablo 
Arellano argues, is that the government 
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chose deliberately not to pass on to con- 
tributors in the state sector savings made 
since 1979 by raising the retirement age to 
65.for men, 60 for women (employees had 
previously had the right to retire after a 
certain number of years in service). 







Popular capitalism 

The momentum has continued. Late in 
1984, the government announced it 
would sell shares in Banco de Santiago 
and Banco de Chile, the biggest of the 
five banks it took over in the January 
1983 crash; shares in. two of the biggest 
pension funds, AFP Santa Maria and AFP 
Provida (likewise part of the former Cru- 
zat-Larrain and Vial empires); and up to 
30% of shares in the 15 state-run compa- 
nies held by Corfo. 

Shares in the power company, Chilec- 
tra, are already on sale. This is not jus 
signal to the private sector but also ` 
invitation to the pension funds to becom 
institutional investors and so strengthen 
the internal capital market. Up to. now 
they have been allowed to invest in gov- 
ernment and bank. bonds, but -not in 
shares, Recent legislation .now. allows 
them to invest in selected state companies 
and, probably from 1986, in private com- 
panies (whose profitability will be strictly 
vetted by a special commission). 

There is, too, a clutch of incentives to 
individual investors: anybody buying 
shares has his taxable income reduced by 
20% of the value of his purchase—a big 
attraction to the well-paid with high tax 
rates. The new bank shares will pay tax- 
free dividends if the banks ever make a 
profit (the old shares will carry no divi- 
dends), and the shares. can be bought over 
15 years with a downpayment of as little 
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European Offering of 

24, 000, 000 Ordinary Shares of 10p each 
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Swiss Bank Vorporation International Limited L 
| Amro international Limited 5 Creditanstalt-Bankverein dq 
| Credit Suisse First Boston Limited _. Deutsche Bank Capital Markets Limited _ 
Union Bank of Switzerland (Securities) Limited 


for Switzerland 
: Swiss Bank Corporation International Limited 
_ Credit Suisse First Boston Limited Union Bank of of Switzerland (Securities) Limited 


| Julius Baer International Limited ~ Banca del Gottardo 
_ Banca della Svizzera Italiana Bank J. Vontobel & Co. AG 
-Bank Leu International Ltd. Compagnie de Banque et d’Investissements, CBI 
< HandelsBank N.W. (Overseas) Ltd. Lombard, Odier International Underwriters S.A. Panama 

Pictet International Ltd. ‘ : Rothschild BankAG — 
A. Sarasin & Cie j Swiss Volksbank 
fs l - Verband Schweizerischer Kantonalbanken — 
| Banca Unione di Credito Bank in Liechtenstein AG Darrier & Cie 
Ferrier Lullin Bank and Trust (Bahamas) Limited Overland Trust Banca Privat Kredit Bank 


forthé Federal Republic of Germany 
Deutsche Bank Capital Markets Limited 
Commerzbank Aktiengesellschaft Dresdner Bank Aktiengesellschaft 
Bayerische Vereinsbank Aktiengeselischaft Berliner Handels- und Frankfurter Rank : 
Westdeutsche Landesbank Girozentrale . 


DG BANK Deutsche Genossenschaftsbank: Georg Hauck & Sohn Bankiers Hessische Landesbank — Girozentrale 
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<: Mereins- und Westbank Aktiengeselischaft MM Warburg-Brinckmann, Wirtz & Co. 
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This announcement appears as a matter of record only. 
J August, 1985 


as only 5%. 

“Popular capitalism” is indeed popu- 
lar. Banco de Santiago says it has sold the 
entire first issue of the new preferential 
shares for about $15m. They represent 
about 15% of the total new shareholding. 
Another issue has come to market, which 
its agent, Citicorp, reckons (optimistical- 
ly) to sell by mid-1986. If it does, that will 
put 60% of the bank’s shares back in 
private hands. Banco de Chile, acting as 


its own agent, put 3,500m shares, worth 
US$9.1m on the market in July and has 
sold about half so far. 

How lasting is the success? Chile has 
gone so fast—between 1974 and 1976 it 
privatised 20 banks and around 300 com- 
panies—that it may repent at leisure. A 
military regime with no parliament and a 
tightly controlled press could prove a 
recipe for corruption. Prudent people 
make their money—and ship it out. 








Laboratories of the West 


Do not think of privatisation in terms of 
money alone—that is the distorted view 
of the poor. Rich nations, which can 
better afford their welfare systems and 
budget deficits, have wider visions. Pri- 
atisation for them is about a transfer of 
ownership—that economic shift means 
altering the political balance. Look at 
Western Europe or North America: the 
poorer countries privatise out of econom- 
ic need; the richer recognise that society 
changes in the process. 

Take first a trio of Europe's less rich 
countries: Spain, Italy and Turkey (Euro- 
pean more by wish than by geography). 
In Spain, the Socialist government of Mr 
Felipe Gonzales is reversing the state 
centralism of the Franco era but claiming 
commonsense, not ideology, as its 
motive. 

Under General Franco, the state hold- 
ing company, Instituto Nacional de In- 
dustria (INI), was an agent of growth in the 
1960s. But after the economic setbacks of 
the 1970s, INI has become a dinosaur, too 
heavy to support itself. The state now has 
a stake in 747 industrial companies (and a 

ontrolling interest in 379 of them). In 
983, the 244 companies which make up 
95% of the public sector lost 407 billion 
pesetas ($2.8 billion) and incurred debts 
of 5.3 trillion pesetas. The losses contin- 
ue, albeit at a declining rate and swollen 
by overdue write-offs. It is no wonder 
that INI has been told to slim down. “The 
policy we are pursuing cannot be de- 
scribed as ‘privatisation’ in the sense that 
we considered private enterprise to be 
better than public,” says INI’s chief execu- 
tive, Mr Luis Carlos Croissier. “What we 
are doing is to redefine, examine and 
reorganise our interests and invest- 
ments.” 

Likewise in Italy. The state holding 
companies IRI and EFIM became a sanctu- 
ary for industrial lame-ducks—and then 
compounded the overmanning and bad 
management which had crippled the com- 
panies in the first place. In 1983, the 
holding companies’ overall losses had 
reached almost L6 trillion ($3.95 billion). 
When the coalition government of Mr 
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Bettino Craxi (a Socialist) proposes pri- 
vatisation as an immediate remedy, only a 
few trade unionists offer token protest 
and the result is a rolling back of state 
ownership as fast as in Britain. 

And so with Turkey. Prime Minister 
Mr Turgut Ozal, himself a devout free- 
marketeer, would not find it so politically 
easy to tamper with Turkey's “state eco- 
nomic enterprises” (SEEs) were it not for 
their debts. These enterprises have a 
certain sanctity, since they were creat- 
ed—in the absence of any private-sector 
alternative—by Ataturk in the 1930s in 
his effort to push Turkey into the modern 
world. Ataturk remains revered, but the 
SEEs have perennially drained the budget. 

Even the richer Europeans—the West 
Germans, Dutch and French—feel the 
public sector’s losses. It is not that the 
pain is as great as with the poorer coun- 
tries, but that post-Opec recessions made 
it worse than before—and the example of 
Britain shows there is a remedy, tempo- 
rary though it may be. 

The result is a flurry of selling. 

@ Italy’s IRI raised L2.8 trillion ($1.59 
billion) between 1983 and August 1985; 
another L3 trillion will come in the next 
year or so by issuing shares in enterprises 
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like the Aeritalia aerospace company and 
the Selenia electronics firm. The Banco 
Nazionale del Lavoro (treasury-run and 
the biggest bank in Italy) is offering 25% 
of itself to Italian investors and more 
shares to employees—all of which should 
bring in L400 billion. ENI raised L120 
billion by selling 20% of its pipe-laying 
subsidiary, SAIPEM, in 1984. Over a three- 
year period, another L1 trillion is likely to 
come from the phased sale of up to 51% 
of the sip telephone utility. 

Not all has gone smoothly: 40% of 
Sirti, a subsidiary of the STET telecom- 
munications company, was sold for L200 
billion—which over-subscription showed 
to be a gross under-pricing. Moreover, an 
agreement by IRI to sell its 64% stake in 
the SME food company for L497 billion to 
Olivetti’s Mr Carlo de Benedetti (who 
wants to merge it with his Buitoni compa- 
ny) has fallen foul of political criticism. 
Mr Craxi has insisted on opening the 
bidding, and Mr de Benedetti—now a 
bidder among bidders—faces rival offers 
of up to L650 billion. 

@ In Spain, INI is pulling out of sectors 
where its presence serves no useful pur- 
pose; it has withdrawn from the textile 
industry with the sale of Textil Tarazona; 
sold its stake in the Spanish subsidiary of 
SKF to the Swedish parent company; and 
sold assets in the travel and tourist indus- 
try. The two biggest deals in Spain are the 
transfer of control of the debt-laden SEAT 
car firm to West Germany's Volkswagen 
and of the lorry- and bus-maker ENASA to 
America’s General Motors. 

@ Turkey as yet has plans rather than 
achievements. But a start in building a 
capital market came with a February 1984 
law allowing state bodies to issue revenue 
bonds. So far, they have been used to 
raise TL10 billion ($17.7m) for the old 
Bosphorus Bridge and the Keban Dam. 
Around a quarter of the TL40 billion 
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full privatisation, based on a law passed in 
May 1985. Lazard Freres, the New York 
investment bank, has presented a plan for 
the phased sale of THY, the state airline; 
and Morgan Guaranty, an American 
commercial bank, signed a contract in 
October to prepare a “master plan” for 
the privatisation of 32 state economic 
enterprises, 28 of which the bank believes 
were profitable (and so saleable) in 1983. 
@ West Germany’s achievements in sell- 
ing state assets are modest—and so are its 
intentions. In 1984, the federal govern- 
ment sold 4.4m shares in the Veba energy 
group, thus reducing its holding from 
43.7% to 30%. But that is the only sale so 
far, even though the centre-right govern- 
ment’s election manifesto in 1983 called 
for privatisation as a way of reducing the 
government’s borrowing requirements. 
Next in line should be a cut in the state’s 
direct shareholding of 74.3% in the na- 
tional airline, Lufthansa; in the 87.4% 
shareholding in the VIAG aluminium and 
energy group; in the 95% holding in the 
Prakla-Seismos minerals exploration 
firm; and in the holdings in two banks— 
Deutsche Pfandbriefanstalt and Deutsche 
Siedlungs-und Landesrentenbank—and 
in the Industrieverwaltungsgesellschaft 
property management firm. Shares might 
be sold, too, in the Salzgitter steel compa- 
ny. In all, the Finance Ministry expects to 
raise DM2 billion ($770m) over the next 
two years. 

But this is by no means certain—there 

is some effective resistance from Mr 
Franz Josef Strauss, leader of the Bavar- 
ia-based Christian Social Union, which is 
an important member of the government 
coalition. Mr Strauss is on the boards of 
both Lufthansa and the European air- 
craft-maker Airbus Industrie (in which 
Bavaria has a small stake). He fears that a 
privatised Lufthansa might not buy from 
Airbus—and so far he is not mollified by 
a government promise to retain 55% of 
Lufthansa. 
@ Holland, where nationalised compa- 
nies have never occupied the heights of 
the economy, in some ways mirrors the 
West German experience. The right-of- 
centre coalition of Mr Ruud Lubbers in 
1982 selected 14 targets for privatisation 
from forestry management to public reg- 
istries. Three years later, little has hap- 
pened apart from a reduction in the 
State’s share of the airline KLM from 78% 
to 55%, a process which raised 72m 
guilders ($25m). There is talk, too, of 
selling the 28.4% share in the Hoogovens 
steel company—but a worry that it might 
then find it hard to compete in a Europe- 
an industry dominated by state-owned 
firms. 
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@ France is preparing for a volte face. Mr 
Mitterrand’s Socialist government, within 
a year of coming to power in 1981, set 
about nationalising both big industrial 
groups and banks. Arguably, it has 
worked: between 1981 and 1985, the 
state, according to one union leader, 
invested FF40 billion ($5 billion) in the 
industries it nationalised—20 times more 
than private shareholders had over 20 
years. Many nationalised firms have been 
brought back to profit (Renault and the 
steelmakers Sacilor and Usinor are the 
big exceptions). 

But the political tide is running the 
other way. The conservative opposition, 
which is confident of defeating the Social- 
ists in next March’s elections, has pre- 
pared a five-year privatisation pro- 
gramme involving the sale of the banks 
and insurance companies nationalised af- 
ter the second world war; the industrial 
companies taken over by the Mitterrand 
government in 1982; and the Havas ad- 
vertising agency and Sofirad radio com- 
pany. Mr Alain Juppé, the economic 
adviser to Mr Jacques Chirac, the RPR 
leader, says: ““We have to change com- 
pletely the course of French economic 
policy.” That means not just -privatisa- 
tion, but also deregulation and tax incen- 
tives to encourage share-buying. Chirac- 
ism begins to sound like Thatcherism. 

Inevitably, Europe wrestles with. its 
conscience when it privatises—after all, 
the conservatives as well as the left helped 
to rear today’s public sector. Compare 
that with the attitudes of Canada and 
America. Governments, unions and man- 
agements in North America do-not ques- 
tion the supremacy of the private sector: 
the “state capitalism” theories of Europe 
and the third world are dismissed as self- 
contradictions. 

Canada’s state sector is large relative to 
America’s, not really for ideological rea- 
sons but as a nationalist barrier to Ameri- 
can ownership. Parts of that barrier are 
now being dismantled. The government 
has reduced its stake in Canada Develop- 








(now being bought by America’s Boeing 
for $112m) and Canadair, federally 
owned aircraft makers, were put up for 
sale because the government is fed up 
with supporting them (even to the extent 
of taking over Canadair’s unsold inven- 
tory of Challenger 600 business-jets); Te- 
leglobe Canada, which has a monopoly 
on overseas telephone traffic, is also to be 
sold, along with Eldorado Nuclear, a 
producer of uranium, and Canadian Ar- 
senal, a merchant of death. That appears 
to be the limit: the cabinet has squashed 
speculation that more of the 180 Crown 
corporations—eg, Air Canada or Petro- 
Canada—will be privatised. 

The debate in America is more theoret- 
ical than real since the government owns 
few business enterprises. An exception i 
Conrail, an amalgam of bankrupted rail- 
way companies rescued by the taxpayer. 
The federal government wants to return it 
to the private sector now that it is making 
money but is haggling over the price. One 
offer of $1.2 billion is not considered 
enough given the tax benefits which go 
with the sale. Rightist academics in 
America have gone further in advocating 
the sale of the vast tracts of federally- 
owned land in the western states, includ- 
ing 86% of Nevada and 47% of Califor- 
nia. For this, though, there is little 
support. Whatever the evidence of feder- 
al mismanagement and inefficiency, the 
idea of private owners worries both envi- 
ronmentalists and ranchers—because a 
sale would depress the price of their own 
land. 

Since most assets and services in Amer- 
ica have always been in the private sector, 
few votes can be won from seeking tosa 


Wall Street's believers 


reduce the public sector—even though 
the scope is there. (Tennessee has even 
put its prison service out to private con- 
tract.) It would be feasible to privatise, 
eg, the weather service, the post office or 
air traffic control, but there is no political 
constituency pushing that way. Popular 
opinion in America is not excited by loss- 
making public-sector institutions—even 
by Amtrak, a rail service subsidised to the 





Britain leads the way 


“Our aim is to build upon our property- 
owning democracy and to establish a 
people’s capital market, to bring capital- 
ism to the place of work, to the high 
street, and even to the home”—Mr John 
Moore, Financial Secretary to Britain's 
Treasury, in October 1984. 
The obvious question is “why?” Pen- 
| funds, banks, unit trusts and insur- 

ce companies already channel ordinary 
people’s savings into equities. British in- 
dustry, whatever its problems, has not 
noticeably suffered from a lack of capital. 

The government's answer is that with- 
out a direct link between business and 
risk-taking individuals there cannot be 
the “enterprise culture” needed to revive 
Britain. Wider share ownership is one 
part of the culture; the other part is 
competition. The role of privatisation is 
to promote both. The result will be to 
foster efficiency and choice for the benefit 
of the consumer and the country. 

It is a tempting thesis which Mrs 
Thatcher’s government bolsters with cir- 
cumstantial evidence. Britain’s relative 
decline over the past two decades or so 
coincided with a fall in the proportion of 
United Kingdom equity held by individ- 
uals from 54% in 1963 to 28% in 1981— 
over the same period the proportion in 
America stayed roughly the same at up to 
60% of equity. Meanwhile, legislative 
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tune of $27 per passenger per trip— 
because it considers them largely irrele- 
vant. There are alternative postal ser- 
vices, so why worry about the Post Of- 
fice? There is a good road and air system, 
so why bother about Amtrak? 

That insouciance indicates a confidence 
in the private sector which is peculiarly 
American. Mrs Thatcher wishes the same 
could be true in Britain, too. 


attempts (in 1961, 1967 and 1978) to 
improve the performance of the nationa- 
lised industries by imposing financial tar- 
gets failed: eg, the rail, steel and coal 
industries in 1984-85 required subsidies of 
£4 billion compared with £1.8 billion in 
1979-80 and £609m ten years earlier. 

In the government’s view coincidence 
equals cause. After all, in 1979 the na- 
tionalised industries, employing 14m peo- 
ple, accounted for 10% of Britain’s GDP 
and 15% of total investment in the econo- 
my. Yet their aggregate return on capital 
since the early 1970s had been around 
zero; and their employment costs per 
employee had increased faster than the 
national average (eg, gas by 38% more 
than the average, coal 21%) without 
corresponding increases in productivity. 

Privatisation is supposed to cure this by 
introducing the disciplines of the market. 
Since 1979, some 850,000 tenants of coun- 
cil houses have bought their homes. This, 
together with the sale of publicly-owned 
land, has netted the government more 
than £12 billion. Another £7 billion and 
more has come from the sale of 12 big 
companies to the private sector and the 
reductions of government shareholdings 
in companies—like British Petroleum— 
which were already in the private sector. 

The list (see table on next page) in- 
cludes sectors—telecommunications, oil 
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and aerospace—which more faint-heart- 
ed governments consider “strategic” and 
therefore to be protected from private 
ownership. Mrs Thatcher has no such 
quibbles: privatisation, _ British-style, 
means selling majority stakes in as many 
companies as possible—the concession to 
national interests is merely the presence 
of a “golden share” for the government in 
some companies allowing it to veto ac- 
tions such as foreign takeovers. 

More is to come. If present plans come 
to fruition, then by the next general 
election (June 1988 at the latest) another 
eight state-controlled companies will 
have joined the list: the British Gas 
Corporation; the British Airports Au- 
thority; British Airways; the National 
Bus Company (to be split into regional 
companies first, lest it swamp competi- 
tors); Shorts, the Northern Ireland air- 
craft-maker; Rolls-Royce, the aero-en- 
gine company; Unipart, the components 
division of the BL car-making company; 
and Royal Ordnance, whose factories 
make armaments and ammunition. There 
is even talk of privatising the water- 
supply industry, especially the Thames 
Water Authority. 


All this adds up to a genuine social and . 


industrial revolution. It will mean the 


transfer of over 600,000 jobs to the pri-. 


vate sector (of which so far around 
400,000 have moved); and the state indus- 
tries’ share of GDP will have fallen to 
around 64%. The Labour party, if re- 
turned to power, might find its pledge to 
re-nationalise impossible to fulfil (it has 
already accepted that council-house sales 
are a popular fact of political life). Mean- 
while, changes in tax law (begun, in fact, 
by the last Labour government in 1978) 
have prompted more firms to offer share- 
ownership schemes to their employees. 
There are now around 1,000 of these, 
compared with only 30 in 1979, and they 
cover Im employees with shares worth at 
least £1 billion, Mr Moore says, modestly, 
that all of this “will produce an irrevers- 
ible shift in attitudes and achievements 
which will bring lasting benefits to the 
United Kingdom.” 

Or so we hope. There are two ques- 
tions: are the results of privatisation 
worth the effort and is the government 
being faithful to its creed? 

The superficial results are good. Al- 
most all the privatised companies have 
improved turnover, profits and market 
capitalisation. The National Freight Con- 
sortium, a dying duck bought by its man- 
agement and workers in 1982, has revived 
to the extent of a doubling of trading 
profits and a 12-fold increase in the value 
of its shares. Jaguar cars have regained 
their reputation for excellence. Even the 
prospect of privatisation has helped Brit- 
ish Airways convert losses into profits. 
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"Gross xciuding special share had in some 

What looks good now, however, may 
not last. The privatised companies are 
benefiting from the temporary excite- 

tent of a new environment; some (like 
BT and Cable & Wireless) were making 
Bood profits under state ownership; all 
are helped by the upswing in demand that 
followed the recession. Sceptics wonder 
whether the gloss will dull when the next 
Tecession comes and enthusiasm has worn 
ff: it is, after all, as easy to find bored 
d ineffective workers and managers in 
he private sector as in the public one. 

_ The answer to the sceptics is that a bad 
private-sector company is punished by a 
fall in its market value. That, of course, 
orks best if the company has competi- 
ors. Whatever the original intention, the 
Suspicion is that for the government rais- 
ig money has become more important 

an promoting competition. 

‘The first sign of this was the privatisa- 
on in November 1984 of British Tele- 
To ensure that the sale of 50.2% of 
or £3.9 billion—the largest share flo- 
tion ever made anywhere—succeeded, 
© government (which had earlier legis- 
ted to liberalise much of the telecom- 
unications industry) deliberately limit- 
the amount of competition. It also 
Bave incentives to employees and individ- 
uals to hold shares; advertised extensive- 
and in effect rigged the after-market 
llocating to the financial institutions 
tew shares to balance their portfolios. 
The tactics, guided by Kleinwort Ben- 
son, a merchant bank, worked embar- 
rassingly well: more than 2m. Britons 














iross proceeds: tExclud aC , including 
12% Of (C1. (1979), 100% of Fairey and 50% of Ferranti (1980) and 75% of Imos (1984). 
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Remaining Net 
sale government proceeds 
holdingt mt 
offer 51.6% 43 
offer 48.4% nil 346 
* offer 49.4% 182 
tender 27.9% 263 
offer 22.7% nil 600 
offer 100% nil 64 
management 
buyout nil 5 
tender 51% 627 
offer 48.9% nil 425 
offer 51.5% 46 
tender 48.5% nil BA 
private sale nil 60 
private sale nil 51. 
private sale nil 82 
tender 100% nil 380 
private sale nil she -86 
offer 100% nil = 207 
offer 50.2% 49.8% 
private sales = 
and placings 718 
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(including 220,000 BT employees) applied 
for the billion shares available to the 
general public, on the day trading 
opened, shareholders could sell at a 90% 
profit. 

The BT sale has had two effects: one 
good and one probably bad. The good is 
the growth of share-ownership. Obvious- 
ly, many of BTs new shareholders 
“stagged” the issue by selling for a quick 
profit, but the reckoning is that many 
more—including up to a million who had 
never owned shares before—stayed with 
their shares. The result is that BT ended its 
first year in the private sector with 1.66m 
shareholders, including 96% of its staff— 
and a growing portion of the public is 
prepared to take the risky road of invest- 
ing directly in the stock market instead of 
indirectly through the institutions. Brit- 
ain’s individual shareholders have now 
roughly doubled since 1979 to about 
2.8m, or 5% of the population—which 
compares with about 8% in France and 
20% in the United States. 

The probably-bad is the acceptance 
that competition need not be the primary 
consideration in a privatisation.. Mr 
Moore's defence—that the independent 
regulation of a private monopoly is better 
for consumers than the dictatorial author- 
ity of a government-owned and operated 
monopoly—is plausible but disingenuous. 
BT’s ‘average price rises must be three 
percentage points below the rate of infla- 
tion, but this has not stopped BT juggling: 
the components .of the average so.that 
home subscribers pay more. When. the 
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Given that the chancellor—between. 
last March’s budget and the November 
autumn. ‘statement—has doubled the 
amount he expects to receive in the 






the policy really matter? There 
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. ternational, floated at a fixed price, 


tibed 22 times; Britoil (the 
roduction part of the Brit-. 
Corporation) and Enter- 
rth Sea Oil fields of BGC) 
f but failed to meet their 
reserve; premium on the offer price 
has remained high. Those errors are for- 
givable: pricing new issues is always diffi- 
cult, and precision is surely impossible 
when dealing with a creature like BT, 
which is. a staid utility now acting in a 
dynamic market-place. 
Several academic observers, like Mr 
John Kay and Mr David Thompson of the. 
Institution for Fiscal Studies, argue co- 
gently that the real mistake is. that: the- 
focus of liberalisation and deregulation — 
necessary for the competition which will 
benefit the consumer—has been softened 
in favour of getting a higher price for the 
Treasury. They and others scoff at t 
idea that regulation will adequately | 
tect the consumer. Similarly, they doubt: 
the theory of the “contestable” market: 
that the threat of new competitors will 
stop monopolists or oligopolists from 
abusing their powers. How often, they 
ask, will-a newcomer be able to afford the 
contest with an incumbent which has 
already made its capital investment, ad- 
vertising andso on? o0 oe Tuiyp o 
But the point, surely, is that privatisa 
tion, for all its flaws, offers a better future 
for most countries than state corporatism. | 
Herbert Morrison, the father of nationali-. 
sation, assumed the public.sector would 
work hard for the public good—and that 
competition was a waste of resources. 
Consumers around the world know he 
was wrong. When. privatisation fosters: 
competition, and with it the concept of 
risk and reward, it appeals to the basic - 
greed for individual betterment. As such, - 









“it has become deservedly. popular—and 


may deservedly succeed. 












The Dutch have a worldwide reputation. For being good, astute businessmen. 
We're proud of this. But we also know that it’s just not enough. Not in the world of 
international banking which grows daily more complex and sophisticated. 

Today, AMRO has an international banking capability precisely 
tuned to institutional, commercial and corporate needs. Indeed, we 
are built around them. 

Why not get in touch and test our competitive edge. We've got 
all of the Dutch business virtues as well. 


Amro Bank 


Amsterdam-Rotterdam Bank 
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The most rewarding 
| year of your life? 
An MBA at IMI-Geneva 
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i The program workload is heavy but the activities 

f qualification wherever acquired. But we think that are varied. A ten day overseas study trip is included. 
the experience of taking your MBA at IMI is some- The program ends with a challenging 5-week manage- 

l thing rather special. In fact, many of our participants ment consulting project. You will be one of a group 

i have told us that it was one of their most interesting of 50 highly motivated managers determined to 

2 and worthwhile years. succeed both academically and professionally. 

f You will work with other managers who have The program lasts nine months and the next 

i several years of professional experience and who session is from 25th August 1986 to 22nd May 1987. 

| come from twenty or more countries. Your faculty If you have the high potential, stamina and 

4 represent more than a dozen nationalities. You will openness of mind to join this unusual group, Ahmet 

h make friendships spanning the world’s major eco- Aykaç, Director of the MBA Program, will be glad to 

l nomic centres and principal business sectors. hear from you. 

) 

f 

‘ 

I) 

i International Management Institute, Geneva 


| 4chemin de Conches, 1231 Conches Geneva, Switzerland 205. Telex 427452. Tel Int'l + 41 22:47 1133. Fax: Intl +4122: 46 4439 


1 Established in Geneva in 1946, IMI is an independent non-profit foundation with a substantial permanent faculty teaching, 

researching and consulting on all aspects of advanced management for multi-national companies. governments and 

international organizations, It provides a comprehensive range of general and functional management 
education programs. together with seminars on current issues, 

The MBA degree is awarded jointly by IMI and the University of Geneva. 
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South Africa’s economy feels a cold blast 





IMF; Standard Chartered 


resident Botha creates a 
homeland for inflation 


South Africa’s economy is set to prosper 
n 1986, strange though that may seem to 
the world outside. Real GDP is likely to 
arow by 3-4%, after an estimated fall of }- 
1% in 1985. But any comfort from this for 
President Botha’s government is likely to 
be short-lived. Prospects for 1987 and 
beyond seem bleak. 

Why even a boomlet in 1986? The 
political outlook could hardly be less 
promising. Black unrest has increased 
since the television cameras were banned. 
International loathing of apartheid con- 


JOHANNESBURG 


tinues to intensify. A state of emergency 
is in force in many of the main industrial 
areas. The country has extended the 
unilateral moratorium it declared on Sep- 
tember Ist on repayments of foreign debt 
until, at least, March 31 1986. Demands 
for trade sanctions grow and the gold 
price is weak in weakening dollars. 

A boomlet there is likely to be, none- 
theless. One reason is a normal cyclical 
recovery from the recession that began in 
mid-1984 and bottomed out in the closing 
months of 1985, This should be strength- 


Central procrastination 


The business areas in the middle of big 
South African cities are supposed to be 
testbeds for changing a law central to 
apartheid, the Group Areas Act. Among 
other things, the act prevents black or 
Indian businessmen from trading in ar- 
eas reserved for whites. Most central 
business districts are for whites only. 

In 1979, the government-appointed 
Reikert commission recommended the 
repeal of the parts of the Group Areas 
Act that apply to business. In 1980, the 
government accepted the idea in princi- 
ple. In 1984, Mr Christiaan Heunis, the 
minister for constitutional development 
and planning, promised that the first 
central business areas would be opened 
to all races by September 1985. Most 
white-owned companies were delighted. 
They noted that racial segregation of 
business had already broken down in 
most big cities because the economy had 
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become too integrated for such petty 
apartheid rules to work. 

South Africa’s bureaucracy has frus- 
trated any change. First, it took five 
years for the necessary changes to the act 
to get through parliament. Now, the 
reforms are being tied up in red tape. 
Local authorities and businesses have to 
apply to the minister for an area to be 
desegregated; the application has to be 
published and time allowed for com- 
ment; the group areas board then hears 
evidence from which to make a recom- 
mendation to the minister; he passes it to 
the state president; he consults the pro- 
vincial administrator. . . . 

So what has happened? Nothing. Not 
a single central business district is open 
to all races. And the group areas board 
has convened only one hearing, for Jo- 
hannesburg, despite a flood of desegre- 
gation applications, 


ee Bed -4 = >> = 


Rand against dollar 
Inverted scale 





ened by three special factors. First, ex- 
port earnings—some 70% of them from 
mining, over 40% from gold alone—are 
running at record levels because of the 
plunge in the exchange rate of the rand. 
Between September 1983 and early De- 
cember 1985 the rand fell by almost 60% 
on a trade-weighted basis. 

Second, good rains in November and 
December promise above-average har- 
vests. The maize crop, which provides 
most South Africans with their staple 
food, could total 10m tonnes, against 
7.3m tonnes in 1985. Domestic needs are 
6m tonnes a year. If farmers’ present 
hopes are fulfilled (and this still requires 
satisfactory rains until early March), 
higher farm output could, by itself, add 
1% to the country’s GDP in 1986. 

Third, the government has decided to 





White-run business still dominates 
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pump-prime the economy. It has repaid 
two months ahead of schedule R648m 
($245m) from the 1979 special levy on 
personal and company tax; promised to 
scrap the 7% surcharge on income tax 
from March 1st (at a cost of R500m a 
year); and eased taxation on fringe bene- 
fits. There has also been a modest relax- 
ation of the hire-purchase rules. 

Less deliberately, the government is 
also overshooting its spending targets, It 
originally budgeted for a rise in public 
expenditure of 13.6% in the 1985-86 fiscal 
year, but now looks set for a rise of 20% 
or so—much of it due to the higher costs 
of police and army. Not all of this extra 
spending is having to be financed by extra 
borrowing; government revenues are also 
bigger than expected. 

The other bit of pump-priming has 
been through monetary policy. The Re- 
serve Bank has been pushing interest 
rates down as fast as it dare. The commer- 
cial banks have lowered their prime lend- 
ing rates from 25% at the beginning of 
May to 16.5%. With inflation running at 
16.8% in the year to October, officials of 
the International Monetary Fund have 
urged the South African authorities to 
push interest rates higher again. 

The argument counts for less now that 
foreign bankers are more concerned 
about South Africa’s politics than its 
economics. The government expects little 
or no new capital from abroad, no matter 
how virtuous its macroeconomic policies. 
But it does take comfort from the short- 
term outlook. 

In 1986, while output is rising, it ex- 
pects the external current account to be 
showing another big surplus; Mr Gerhard 
de Kock, the head of the Reserve Bank, 
is looking for $2 billion-plus, nearly all 
earmarked for debt repayment. The au- 
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Time for one more cuppa before the sun goes down 


thorities expect inflation to ease to 14% 
or so by mid-1986, helped by plenty of 
spare capacity in industry and the fact 
that few wage and salary earners are in 
strong bargaining positions. 

Further ahead, trouble looms. Inflation 
seems bound to rise again towards the 
end of 1986: soft fiscal policies, negative 
real interest rates and the cost-push im- 
pact of a weak rand will see to that. The 
government will then have the same un- 
comfortable choice it has faced several 
times in the past ten years—a run on the 
rand or higher interest rates. 


World economy 


Take two views 


Two contrasting views on the outlook of 
the world economy: the first from the 
Organisation for Economic Co-operation 
and Development* brings (some) cheer; 
the second, from Mr Stephen Marris of 
the Institute for International Econom- 
icst in Washington, is laden with gloom. 





Real GNP growth 


% change on previous half year, 
Seasonally adjusted at annual rate 
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Ironically, Mr Marris was the OECD's chie 
economist until 1983 and the first edito 
of its Economic Outlook. 

The OECD reckons that GNP growth ir 
its 24 members will average around 23% 
in 1986 and the first half of 1987, and tha 
the divergence in growth rates will narrow 
further. In the two years 1983-84, the 
American economy grew by an average 0 
5.3% a year and Japan’s by 4.6%, while 
Europe’s crawled along at 1.9%. In 1986 
Europe will still be the laggard, with 24% 
growth; America will grow by only 23% 
and Japan by 34%. 

More than 31m people will still be ou! 
of work in 1986 and 1987. In Europe 
11% of the workforce is unemployec 
compared with only 2}% in Japan anc 
74% in America. The OECD thinks infla: 
tion will fall to 3% in its seven big 
economies by early 1987; but that it com> 
Stay at 11% in the smaller ones. 

The dollar's fall and the convergence in 
growth are likely to start changing trade 
patterns in 1986. By the second half of the 
year, if the OECD is right, America’s 
export volume will be growing faster than 
its import volume for the first time since 
1980, while in Japan and Europe imports 
grow faster than exports. But price 
changes will initially outweigh volume 
changes, swelling America’s current-ac- 
count deficit from $128 billion in 1985 to 
perhaps $146 billion in 1986. Japan’s 
surplus is predicted to increase from $48 
billion to $57 billion; Europe’s surplus 
from $17 billion to $35 billion. 

The OECD is entering a fourth year of 
recovery, yet steady expansion could con- 
tinue for some time. Spare labour, strong 
investment and low inflation suggest pro- 
duction is unlikely to run into the usual 
bottlenecks which have halted previous 
upturns. The biggest risk is Ameri 
external deficit. But the OECD thinks t 
the risk of a hard landing for the dollar— 
and hence the world economy—has less- 





*“oECD Economic Outlook, December 1985”, 
t“Deficits and the dollar: the world economy 
at risk”. By Stephen Marris. 1£, Washington. 

















Coffee 


cents peri 









_ to come to life. Why? 





. The idea that both consumers and pro- 
ducers benefit from stable commodity 
prices is an attractive one. Suppose a 
sudden drought. wipes out half a crop. 
Prices soar: consumption falls. But farm- 
ers are meanwhile replanting. The result 
is a big harvest just as the fall in demand 
has gathered pace. Prices then slump. 

Nobody likes a boom-bust cycle. It is 
-what happened after a frost in Brazil 
wiped out two-thirds of the coffee crop 
in 1975: prices rose sevenfold over the 
next 18 months, demand then slumped 
and prices fell by 60% in 1978. It may 
also happen again in 1986 because 
. drought in Brazil’s main coffee-produc- 
"ing states is likely to halve the country’s 

coming coffee crop. 

-> Yet coffee is one of the commodity 
agreements on its last legs. It is easy to 
“understand why. Though individual 
commodity prices still fluctuate sharply, 
as a whole prices have become less 
volatile during the 1980s. In the year 
after the first oil shock in 1973, industrial 

Output in the 24 mainly-industrial coun- 
tries that belong to the Organisation for 
Economic Co-operation and Develop- 
ment fell 10%; The Economists com- 
modity price index fell 26%. (All the 
index numbers are here expressed in 
terms of Special Drawing Rights to offset 
the effects of currency fluctuations.) ` 

Then, in the recovery that followed 
from mid-1975 to mid-1977, OECD indus- 
trial output rose 15% but the commod- 
ity-price index rose 67%. No wonder 
both consuming and producing countries 
were enthusiastic for stabilising com- 
modity prices during the mid-1970s. In 
1976; they voted in favour of the “‘Inte- 
grated Programme for Commodities” 


















* proposed by the United Nations Confer- 
ence on Trade and Development; it 
sought to set up 18 agreements to regu- 


-International sanoit cartels have had a bad year in 1985. Two 
fixing arrangements collapsed (for oil and tin), two more nearly 
(coffee and rubber) and another two (for cocoa and sugar) tried, but failed, 





Commodity cartels rig wrongly 
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late these markets. 

The recent past has been different. In 
the period of fastest growth—the 15 
months to May 1984—oEcD industrial 
production rose 9% but commodity 
prices rose by a comparatively modest 
21% (a bigger increase was expected on 
the basis of experience of the boomlet in 
the mid-1970s). In the year to mid-1985, 
commodity prices hardly changed. Mr 
Steven Englander; an economist at the 
New York Federal Reserve Bank argues 
that, after a period in the 1970s when 
they exaggerated every turn of the indus- 
trial production index of the OECD (see 
chart below), commodity prices have 
returned to the smoother pattern of the 
15 years or so after the Korean war. If 
commodity prices have become more 
stable, what is the point of agreements to 
stabilise them? 

For an answer, turn that question 
around. If prices are stable, why are 
commodity stabilisation agreements fall- 
ing apart? The answer seems to be that 
the old link: between economic growth 


i Annual % change 


The Economist 
SOR commodity index 


L] ogc industrial 
production 


1970 72 74 75 78 
Sources: The Economist OERO 
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and demand for raw materials has worn 
loose. Thus the lack of growth in prices 
during the year to May 1985. Thus also 
the surprising fall in commodity prices in 
the second half of 1985 by 2%, even 
though OECD industrial production has 
kept growing at about 3%. In such 
circumstances, attempts to hang of to 
the gains of the past are doomed. 
That is what has happened in the oil 
and tin cartels, where producing coun- 
tries have at last rebelled against a policy 
of withholding ever-larger amounts of 
production from a shrinking market. 
Though OPEC is a fully fledged cartel- > 
ie, it is an agreement only between” 
producing countries—whereas the Inter- 
national Tin Agreement (ITA) includes 
consuming countries, both have fol- 
lowed the same policies, So has the 
International Natural Rubber Organisa-. 
tion, which in its attempt to buy w 
excess production nearly went bankru 
in defence of old prices before a bad 
harvest pushed prices up. 
But commodity markets are not sim 
ply battlegrounds where market forces 
have triumphed over government. cón- 
trols. The lesson of the tin mess is that 
governments are not wholly powerless, 
True, the “buffer-stock manager’ has 
failed to defend:a price. But, for the past 
two months, the Ira governments have 
kept those directly involved in the tin’ 
th ; 














































Metal Exchange and the bank 
finance the TTA’s operations—runni 
round in circles. 
The tin market has remained shut far 
longer than anybody thought possible 
when trading was first suspended. And) 
bankers have found to their horror that 
even the most creditworthy countriés— 
Western European ones and blue-chip 
South-East Asian developing nations— < 
can get away with not paying their debts 
in full and on the nail. Sovereign default 
is an even bigger interference in the rules. 
of international business than the rigging 
of eas prices.. 
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ened in past months; the Group of Five 
big economies have acknowledged the 
need for economic co-operation, improv- 
ing the odds on sustainable growth. 

Mr Marris is sceptical. He says that, on 
present policies in America and else- 
where, the world is heading for a deep 
recession. At current exchange rates, he 
thinks America’s current-account deficit 
would rise to over $200 billion by 1990 
and its net foreign debt to pass $1 trillion. 
In Mr Marris’s view, the dollar needs to 
fall by 25-30% to restore external equilib- 
rium by 1990, but he rejects the possibili- 
ty of a “super-soft” landing with capital 
inflows slowing gradually. More likely, 
investors’ appetites for dollar assets will 
suddenly dry up and the dollar will crash. 

To restore confidence, Mr Marris 
thinks that the American authorities will 
have to increase interest rates, cut the 
budget deficit and plunge the world econ- 
omy into recession. Mr Marris says the 
September agreement of the five big 
economies to co-ordinate economic poli- 
cies is a step in the right direction. But 
much too timid. 


West German steel 


Chilled 





BONN 


Why are West German steelmakers wor- 
rying about 1986? It is a long time since 
Europe’s largest national steel industry 
looked as strong. The country’s biggest 
steel firm, Thyssen Stahl, has announced 
a quadrupling of net profit in its 1984-85 
financial year to DM383m ($153m) on 
sales 13% higher at DM10.4 billion. 
Krupp’s steel division is back in profit. 
Salzgitter, a state-owned industrial con- 
glomerate, expects a 19% jump in sales 
by its steel branch, Peine Salzgitter, in the 
first nine months to help cut its losses 
from DM422m in 1983-84 to DM80m in 
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Rougher tomorrow 


1984-85. Arbed Saarstahl, the biggest 
recipient of steel subsidies, has cut losses 
while raising crude production by 6.5% in 
the first seven months of 1985. 

It is the export outlook that most 
worries West German steelmen. They 
fret about finding themselves caught by a 
combination of a weaker dollar, Ameri- 


Hard cases 


for businessmen. Recently, 


Of this group of promising middle man- 
agers, 127 reckon they are on the way to 
the top. Their companies are paying 
$22,000 plus living expenses to turn a 
marketing or production manager of 
five-to-ten years standing into an execu- 
tive capable of running a complete plant. 

The new arrivals’ warm glow of suc- 
cess soon disappears. It does not take 
them long to realise that they are effec- 
tively under house arrest for three 
months. Bereft of family and the familiar 
support of office cronies, each one will 
live with six or seven others in a common 
block called a “can”. Each has a sepa- 
rate small room and a computer. Almost 
everything else is shared. 

Harvard tries to see that each group 
includes financial and computer buffs. 
Many managers, on arrival, know little 
of computers and less of balance sheets. 
Within each can group there is also at 
least one European and one Asian or 
South American. The rest are American. 
Of the whole, some 40% are non-Ameri- 
can and 10% are women. 
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can import restrictions and Europeai 
subsidies. Stiffer third-world competitio: 
is another fear. The West Germans thin! 
Asian and South American producer 
may try to compensate for America 
import restrictions by selling low-cos 
steel in Western Europe. 

In anticipation of harder times to come 
West German companies are cuttin; 
costs. Even at Thyssen, profit margin: 
were only 3.7% in 1984-85. Steel manag 
ers say thousands more jobs will have tc 
go. After the collapse of a planned merg 
er with the Klöckner steel firm in July 
Krupp Stahl plans to reduce its 28,00( 
labour force by 2,000 in the next twc 
years. Thyssen, which has cut output ir 
half since 1974 and shed 6,000 workers ir 
the past two years, aims to axe anothe) 
1,500 jobs by the end of 1987. Salzgitte: 
foresees job cuts, too. 

The steel firm with the biggest pi 
lems is Arbed Saarstahl. Since 1978, it has 
soaked up DM3 billion in government 
subsidies. The Saarland’s left-wing Social 
Democratic prime minister, Mr Oskar 


Lafontaine, is battling the centre-right 
+ 


federal government in Bonn over the 
company’s future. The federal govern- 
ment and the Saarland jointly hold an 
option to purchase 76% of Arbed Saar- 
stahl. Mr Lafontaine would like to nation- 
alise the company and make a manage- 































CAMBRIDGE, MASS 


Each year, 2,000 people take the Harvard Business School's short courses 
128, including The Economist's management 
correspondent, underwent the Programme for Management Development. 
What did they get from it, apart from exhaustion? 


Harvard Business School imbues it 
charges with a simple philosophy: be 
prepared for the worst. Big shots are 
supposed to make lots of shrewd deci- 
sions quickly: the business school tries to 
help its managers to reach the right 
answer by teaching them to sort rapidly 
through masses of seemingly random 
facts and imperfect information. Manag- 
ers have drummed into them that when a 
company is looking for a competitive 
edge in its products, its process, its 
labour force or its management, every- 
thing must start from careful analysis— 
even for the most humdrum product. As 
one professor puts it, “consider the im- 
pact on Jello”. 

Hence the famous, if controversial, 
case-study method of teaching. Case 
studies describe a detailed instance in a 
company when a decision had to be 
made—eg, whether to introduce a new 
product, to turn to a new strategy or to 
enter a new market. By the time they 
leave Harvard, the group of 128 will 
have drained all the facts, fantasies, 

















nent ag ement with another steel firm, 
ger, which belongs to a French 
owned steel producer, Sacilor. 
afirst step towards doing this, he 
reeds: the federal: government’s agree- 
nent to exercise the jointly-held option. 
Fhe economics minister in Bonn, Mr 
Martin Bangemann, has agreed, but is 
hing conditions designed to persuade 
Arbed Saarstahl first to cut its workforce 
d resolve its debt problems. 

er West German steel firms, which 
bed Saarstahl as an embarrass- 
heir campaign to wipe out EEC 
ant neither an extension of 
ership in the steel industry nor 
rvention of a subsidiary of a 
tighly-subsidised French firm. So they 
een talking about buying control of 
t ed Saarstahl themselves. 


















ji Research 


jome-computer maker Sinclair Research, 
s seeking up to £15m from investment 
nstitutions and venture capitalists to bol- 
iter working capital and launch new prod- 
ucts. His company needs the cash. On 







myths and insights from some 200 cases. 
That works out at 17 cases a week: 
three a day from Monday to Friday and 
two on Saturdays. The pace is relentless. 
Every evening, members of a can thrash 
out for hours the next day’s cases. Sleep 
“is scarce. The next day, the cases are 
analysed for another 75 minutes each, 

_ with a° professor and ‘half of the 128 
panes (who meet in two groups in 
mi-circular rooms ergonomically de- 
signed to encourage discussion). Each 





manager knows that it could be his turn 
“next to be asked to open with a detailed 
-appraisal of the case. 
-- The potential of the computer is 
stressed relentlessly. Managers get used 
to. computer analysis and forecasting of 
sales, profit and market shares of their 
own companies and competitors. Most 
end up computer-fluent. The machines 
are used to simulate such things as prod- 
.-axct-price negotiations and the snares of 
~~ running a multinational with two prod- 
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Years ending March 3tst 


Pre-tax profit/loss 


ource: Company reports 


sales up 32% at £102.9m ($129m) in the 
year to March 1985, Sinclair made a pre- 
tax loss of £18.3m (before a £7.2m tax 
credit), against a pre-tax profit of £14.3m 
the previous year. 

Sinclair’s troubles began in 1984 when 
both it and British retailers of home 
computers overestimated demand. Fore- 
casters expected 1.8m machines to be sold 
in 1984; instead the tills rang for only 
1.4m. This left dealers with some three 
months’ stock, and Sinclair with almost 
half-a-year's worth. As the market lead- 
er, with arourid 50% of the dwindling 
business in Britain, the company bore the 
brunt of the subsequent price-war. 





ucts and three subsidiaries. 

Not everybody is happy with the inten- 
sity of the programme. The pace leaves 
little time either for deep learning or for 
casual education from fellow students. 
Others find the case-study method tire- 
some. The usefulness of some of the 
cases is questionable, particularly those 
10 years old or more. A more varied 
programme might make the case studies 
easier to digest. Lectures by top interna- 
tional businessmen would help leaven 
the diet; so: would the trips to plants and 
the work on real projects that some 
European business schools arrange. 

Many students would like to see fewer 
purely American case studies. Greater 
international: exposure would help par- 
ticipants, particularly the more parochial 
American ones, to see the American 
economy and American business in their 
global context. It would also help answer 
a common criticism by foreign partici- 
pants that the Harvard Business School’s 
courses for promising middle managers 
reinforce American managers in their 
belief that the American economy is still 
somehow self-contained. 

Oddly, in the advanced management 
programme, the complaint is the oppo- 
site. American participants complain 
that the course is almost designed to give 
them an inferiority complex, with the 
Japanese depicted as the next industrial 
master race. 


































Stocks 
End-March 


As %ot 
[annual sales 






Owed to creditors 
End-March 


As of total 
Om 


Despite a stock write-down of £17.58 
year-end inventories stood at £21.3n 
57%. up on-the previous year. C 
were owed £34.8m, up from. 
Sinclair was faced with severe cash-flo 
problems when a £12m rescue plan by 

























creditors in August 1985. Ith 
survived by their grace and a £10m sa 
deal with Dixons, the acquisitive c 
eras-to-computers retailer. 

The current financial year will not 
much improvement in Sinclair’s finances 
The home-computer market is still 
ging, with 1985 sales put at barely im 
machines, Demand for Sinclair's Spec- 
trum Plus computer is buoyant, but the 
company has no answer in the shops to 
Amstrad’s fast-selling £399 word-process- 
ing system, let alone a machine to sell to _ 
business in competition against the IBM 
pc. Sir Clive has trimmed the workforce 
by 20% to 120, and the main board has 
shed nine directors. 

The company’s hopes- aré pinned on a 
lap-held business computer, code-named. 
Pandora, that is supposed to come 
market in late 1986. It willemploy the fl 
screen cathode-ray-tube technology fro: 
Sinclair’s pocket television. Pandora 
promise: the “true portable” sector of th 
business market (as against “luggables”, 
which weigh in at around 12kg) promises 
be a growth area. Nobody is making m 
money yet, but System Concepts, aco 
tancy firm, reckons sales will top $3 billi 
in Europe alone by 1990. 

There are rumours that IBM may l 
a more. up-market portable of its 
early in 1986. When it moves, so will th 
herd. Sir Clive could still steal a march o 
the lot if his machine’s new technolo) 
solves a perennial portable problem 
hard-to-read screens. But the unfortunate 
QL computer has tarnished his company's 
reputation for finding winners. Sir Clive’s 
biggest challenge now is to persuade t 
moneymen to finance more of his dre 
He has previously given them cau 
some sleepless nights. The sale 






















































electric trike flopped. The home-comput- 
er market is still wilting. But Sir Clive is 
an optimist; he must be to gamble every- 
~ thing on a box named Pandora. 


Electronic Data Systems 
3 Logi ical move 

















































Electron ata Systems (EDs), the Dal- 
las-based data-processing subsidiary of 


Ogica, the troubled: British software 
use that it is stalking. On December 
6th, it formally announced to the Lon- 
n Stock Exchange that it had talked to 
gica about a possible takeover, an 
approach that Logica’s directors had re- 
, jected three days earlier. By issuing such 
a public statement it has succeeded both 
in whetting the appetites of Logica share- 
holders and increasing pressure on the 
company’s management. 
EDsis embarked on headlong expansion 
in Europe. It wants to expand its now 
negligible European business to 15% of 
“total. sales (some $3 billion a year now, 
two-thirds of which is from GM). To fulfil 
this ambition, EDS has to buy companies 
in Europe. In 1984, it bought Unilever 
Computer Systems; in 1985, it bought 
Datema, a Swedish software company. 
Acquisitions in France and West Germa- 
ny are in train, Logica would be by far the 
liggest to date. The company is Britain’s 
leading software house, and one of the 
largest in Europe. It would give EDS a 
_ valuable customer base as well as a Euro- 
pean foothold in defence contracting. 
The scope for Logica’s top managers to 
oppose a hostile bid from Eps is limited, 
short of threatening to walk out. Logica 
as done little recently to please its share- 
holders. In the year to June 30th, Logica’s 
£5m profit on its mainstream software 
business was more than wiped out by a 
£7.4m pre-tax trading loss on its office- 
automation activities (which EDS is not 
interested in buying). 
Logica’s balance sheet shows a net debt 
f £13.4m, exceeding shareholders’ funds 
£11.4m. Shareholders are now consid- 
g restructuring proposals. These in- 
clude. a rights issue- to raise some £15m. 
_ With a share price standing at 130p before 
the EDs announcement against a high of 
ver £4, shareholders faced with a choice 
tting more money. in or taking mon- 
y out, are likely to be receptive to any 
EDS bid topping £2 a share (valuing the 
company at £70m). The only other option 
‘or Logica to shelve the restructuring 
-and start looking in earnest-for a white 
knight—preferably a big British electron- 
ies company. 
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Japan imports the fun 


It is gift-giving time in Japan and retail- 
ers’ eyes are glinting. But this Shinto- 
cum-Buddhist land has imported piped 
jingle bells, sparkling trees and yo-ho- 
hos in the same spirit as it has adopted 
` Mickey Mouse: as pure fun. December 
25th is an-ordinary working day. Instead, 
Japan has two massive exchanges of gifts 
every year: Oseibo, at the new year, and 
Ochugen, in midsummer. 
. New-year gift sales are twice those in 
midsummer. Sales for the two periods 
total Y1.7 trillion ($8.5 billion), and are 
rising by 10% a year. Companies send 
presents. to clients and suppliers; individ- 
uals send them to neighbours and friends 
but not to family. Great care is taken to 
price gifts according to status. Little care 
is taken over the gifts themselves. They 
are impersonal—normally such items as 
boxes of whisky or soy sauce ordered 
from department stores. 








Sanrio 


No strawberry fool 


TOKYO 





Sanrio has a vested interest in hoping that 
the western Christmas will catch on in 
Japan. It produces more greeting cards 
than any other Japanese company. It also 
makes a penguin called Tuxedo Sam and 
other cuddly toys. Sanrio is run by Mr 
Shintaro Tsuji, the author of 17 books of 
fairy tales. His desk at the company’s 
head office is in the shape of a large 
inflated strawberry. 

Mr Tsuji’'s refusal to grow up has paid 
off. Greeting cards and gifts have helped 
Sanrio increase sales by 15% a year since 
1979, to Y70.9 billion ($295m) in the year 
to July 31 1985. But, after rising by 20% 
annually in the previous five years, net 
profit declined by 12% to Y2.8 billion in 
the year to last July as Mr Tsuji tried to 
move into children’s films and magazinës. 
Both flopped. Children in Japan have not 
got into the habit of going to the pictures. 
Sanrio has failed to change this, despite 





TOKYO 


Alcohol accounts for 20% of sales. 
Foreign brands are the top selling gift- 
tipple. About one bottle in five of Scotch 
whisky sold in Japan is bought as a gift. « 
Seasonings, the seaweed paper used for 
wrapping sushi, and other foods account 
for another 20%. Gifts are crucial in 
some markets. Soap is only 3% of gift 
sales, but this accounts for nearly two- | 
thirds of the soap sold in Japan all year. 
Many people never buy their own soap. 

The main Tokyo branch of Takashi- 
maya, one of Japan’s poshest depart- 
ment stores, reckons such gifts account 
for 20% of its annual sales of Y270 
billion. Average families, according to 
Takashimaya, send seven gifts atoan: 
average price of Y4,000. Another chain, g 
Seibu, says its sales in November: and 
December are double those of norm 
months. At least half the increase comes 
from gifts, some from workers’ end-year 
bonus payments which can reach three. 
months salary. 

There are signs of decline in the sum- 
mer gift-giving habit, but none at all at 
new year. Seibu says young people fol- 
low the custom but are keener on send- 
ing presents to friends and parents than 
are their elders. To meet demand from 
affluent 30-40-year-olds Seibu has 
moved into wackier. gifts, eg, helicopter 
trips to-visit shrines on new: year’s: day 
(shrine visits that day are a Japanese 
custom) and ‘sunrise. cruises in Tokyo 
bay. Any gift, says Seibu, may be deliv- 
ered by a bunny girl. 
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building its own cinema in Tokyo. 

So the company is going to concentrate 
on toys and cards, the businesses that it 
knows best. Sanrio is unusual in Jap: 
having its own distribution. ne 
2,500 sales outlets in shops, most of them 
gift corners inside department stores. The 
firm hopes to make these outlets more 








Goodbye Kitty 


Sanrio’s: sates by sector* 
Total 1986: ¥ 70-9 bn 
$ - a 


d total sales” 


With high-level crime and 
industrial/political espionage 
costing billions of dollars and 
jeopardizing invaluable intelli- 
gence assets each year, it’s no 
wonder that today’s business and 
government leaders are asking 
the question, “Can we afford to 
be compromised?” 

Throughout the free world, 
many security-sensitive 
organizations are turning to 
the EyeDentification System 
7.5—a perfected retinal eye scan 
technology with proven accuracy 
and reliability factors that far 
exceed any other available access 
control system. A technology 
unaffected by counterfeiting, 
loss or theft. A technology that 
is virtually fool-proof, fail-safe, 
error-free and fast. A technology 
that provides absolute security 
control— without compromise. 


E6 We have had the 
EyeDentification System 7.5 
installed since November of 1984. 
At this time, we have no nega- 
tive comments. It is very reliable. 
We've had no failures since it was 
installed. 

We feel it provides positive 
confirmation that the person 
wanting access is who he claims 
to be and not just someone in 
possession of an authorized card 
or PIN number. 

I might add that the people 
who use the device here have a 
real positive attitude towards the 


United Kingdom: Shorrock Security Systems Ltd. [Blackburn (02)-546-3644]; BENELUX: Chubb Lips 


TOP SECRET: 
YOUR EYES 
ONLY 


EyeDentification System. There 
have been many unsolicited good 
remarks.99 

Terry Masters, 

Administrator of Computer Security 
American Airlines 


66 We're very pleased with 
the EyeDentification System 7.5. 
We've found it to be very reliable. 
There have been no rejections of 
access or false accepts since we 
installed it (October, 1984). 

All data centers I’ve ever 
been around have some type 
of secured access, like cards, 
cipher locks, passwords. The 
EyeDentification System provides 
a greater level of security than the 
other types of techniques. 

I believe in the product. It’s 
been good for SM 
Lou Mickler, 


Data Center Manager 
Pacific Telecom 


66 The EyeDentify’s 7.5C 
Retina Positive Identification 
System was able to identify in- 
dividuals at an average speed of 
5 seconds. The repeatability and 
dependability of the 7.5C was 
excellent, with no down time for 





entry access. The system had 
zero false rejection and false 
acceptance errors, when enroll- 
ment was performed properly. 
(A subsequent) upgrade also 
allowed personnel with vision 
problems (2 out of 70 total 
enrollees) to use the system 
with repeatable success.99 
Nuclear Facility, 

Product Evaluation Report. 

(Name withheld by request. Full 
evaluative report available upon 

request from EyeDentify, Inc.) 
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closer look at the ultimate in 
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security, contact the distributor 
nearest you. 
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Beaverton, OR 97006 USA 
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EyeDentification System 7.5 is a trademark 
of EyeDentify, Inc 
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mputerising orders to cut stocks. _ 
On the toy side of its business, it tries to 
design 12 to 13 new cute characters each 
year that it can then feature on children’s 















characters survive. Its, cuddly toy cat, 
Hello: Kitty, has lasted 10. years and 
“provides 15% of sales, though d demand is 















Swan & Edgar goes out of business, 
‘Woolworth and Montgomery Ward fal- 
ter, but two of the world’s best known 
posh department stores have, until now, 
gone from strength to strength. The sea- 
‘sonal spending spree will put some $100m 
through the tills of both Harrods, in 
London's Knightsbridge, and Blooming- 
dale’s on New York's equally affluent 
East Side. 
Both rely on being stylish enough to 
ttract the rich and famous while being 
sufficiently comprehensive to keep. the 
middle-class masses passing through their 
doors. The flagship stores of Blooming- 
ale’s and Harrods sell everything from’ 
glad-rags to coffee grinders and each has 
annual sales of $300m.. But’ reputation 
alone can no longer sustain them. 
__ Competition, mostly from: boutiques 
and other stores with pretensions, is get- 
ting stiffer. As their customers become 
_-more international, the pair are increas- 
ingly vulnerable to the knock-on effects 
: of exchange-rate fluctuations. Both are 
-seeking new ways to attract custom. 
Bloomingdale’s started in 1872 as the 
Bloomingdale brothers’ Great East Side 
Bazaar. It was a cheap store in a poor 
ea until the 1950s, when its locale had 
become a smart part of town. Federated 
Department Stores, which Blooming- 
dale’s joined in 1929, decided that 
Bloomingdale's should change too. Up- 
arket branches were opened in the 
burbs and other towns. Bloomingdale’s 
has: 13 branches today but the main New 
ork store still accounts for a third of the 
chain’s sales. 
<- Bloomingdale’s now finds itself chal- 
lenged by a new wave of stores making 
emselves smarter. It cannot easily move 
further up-market, beyond these compet- 
_ itors’ reach, since that would mean taking 
on even snootier specialist stores, such as 
Bergdorf Goodman, while losing many of 











: gifts. Only about two.or three of these - 


: A harder sell for the poshest stores 


Ty 
suited Japanese businessman. Except for 


his Tuxedo Sam watch. 
Sanrio. expects sales of cards to grow 
even faster than those of toys. Though 


they do not celebrate Christmas, many.. 
Japanese are starting to send cards. San- 
rio says 100m greeting cards are posted — 
each year, over and above the 360m 
“postcards sent at new year. It, claims 50- 


‘60% of the market for greeting cards and 
says a third of its sales are at Christmas, 
and a sixth for Valentine’s day. It expects. 
to sell Y10 billion-worth of cards i in 1990, 
against Y3 billion-worth in 1985. 






KNIGHTSBRIDGE AND MiD- TOWN MANHATTAN 


its existing customers to middle-brow 
stores like Macy’s. Bloomingdale’s is also 
being challenged by Ralph Lauren, Italy’s 
Missoni and other classy designers keen 
to do their own retailing. Designer bou- 
tiques thrive. Their small size gives them 
business flexibility, and they are less 
frenetic places to shop. 

Harrods has passed through several 
battles for ownership since starting as a 
grocery in the 1850s. It is now part of the 
House of Fraser department store chain 
owned by the Egyptian Al- -Fayed broth- 
ers. Though Selfridge’s, its main big-store 
rival, remains a distinct second, Harvey 
Nichols, its Knightsbridge neighbour, has 
got a new owner, the Burton Group, 
which has great ambitions for it. Up- 
market boutiques draw customers to Co- 


BLOOMINGDALE’S 


= 5 Corsets & MILSE 
oe > smg 


35 Thir Avenue, < 





another gre: 
early 40% of Harrods’s sales ai 








to foreigners, half of them American. 1 


1984, cheap trans-Atlantic flights and. 
strong dollar introduced a new generatio 
of Americans tò the store. Sales in 198 
were 21% up on.1983. 

All big stores groups seek to increas 
profit’ by: having more selling spac 














: Bloomingdale’s is. spending $22m to r 
' furbish 60% of its : 





Store. It expec 
to. ‘squeeze out ‘an 7-8% sellin 
space. It is tightening stock control an 
either closing or licensing to outside: 
those departments that are not payir 
their way. The electrical department is a 
example. When discounters such as Craz 
Eddie’s. made it uncompetitive, Bloon 
ingdale’s. brought in Platt’s,.a speci 
to run it, 

Harrods, too; is changing. It spent £31 
on reorganising its food hall and £24m o 
its recently reopened scent departmen’ 
Next for refurbishing are seven rooms o 
the ground floor given over to cosmetic; 
fashion accessories and. stationery. Hai 
rods has not handed whole.department 
to outsiders but 17% of the store’s floo: 
Space is run in partnership with othe 
companies. These supply the stock whil 
Harrods takes.a 20-30% sales royalty; 

Both stores have begun to look at ma 
order. Bloomingdale’s produces over 3 
glossy catalogues a year to’ send. out t 
some 30m customers. These garnere 
$60m in sales in 1984, against $10m si 
years ago. Harrods has so far done littl 
mail order, which in Britain has to 
down-market-an image. 

Both Bloomingdale’s and Harrod 
strive to pull in customers at times whe 
they would not usually shop. Lavish, 
season promotions are a. favourite 
Bloomingdale’s. For its “Ecco L'Italia” 
it bought in $20m worth of stock:.an 
fitted out its fifth floor with a. series o 
Italian designer rooms (from the vulga 
opulence’ of Autunno’ Romano to .th 
gaudy post-modernism of the Memphi 
team from Milan). About 16m people an 
said: to have. visited the. store, during thi 
seven-week promotion. In 1986, Harrod 
plans to bring in $40m-worth of goods anc 
to turn over its. central hall for “C'es 
Harrods avec l'accent français”. 

There is still marketing mileage in bot! 
stores’ names. Bloomingdale’s puts it 
logo on items from carrier bags to under 
wear. The Harrods name adorns a rangi 
of high-priced goods from. food to ciga 
rettes.: Harrods already has shops in To 
kyo: and Copenhagen that. sellconly: it 
own-brand goods: The Al-Fayeds arı 
keen to repeat with Harrods the succes 
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‘he shape of the City to come 


Britain’s financial services bill goes on 
ie statute book in the form that most 
ople expect, it could be renamed the 
2mi-prevention of Fraud Act, 1985. It 
grant sweeping authority to the Secu- 
s and Investments Board (SIB), the 
ity’s new non-statutory watchdog; in- 
ease the Department of Trade and 
idustry’s investigatory powers; and re- 
aire accountants to report any fraud 
iey discover while auditing a company’s 
Joks to the authorities. 
Unless the government is shamed by its 
itics, however, the act will not supplant 
if-regulation at Lloyd’s of London, the 
surance market where fraudsters and 
2’er-do-wells have stolen around £250m 
| the past ten years. Parliamentary law- 
èrs have put forward a hundred technical 
ind mainly bogus) reasons why Lloyd’s 
1ould be excluded. The trade minister, 
Ir Leon Brittan, says he wants Lloyd’s, 
hose self-regulatory powers were re- 
amped in 1982, to be given a chance to 
10w that it can clean up its act. 
Yet Lloyd's is showing recidivist ten- 
encies. A few weeks ago, it was about to 
Ri: the terms of reference for its 
pendent chief executive and run the 
tarket as a club once again. And, despite 
recommendation two years ago, Lloyd’s 
‘ft it until earlier this month to ban 
baby” syndicates, where highly profit- 
ble business is placed for the benefit of 
isually) a handful of Lloyd’s insiders and 
ieir families. 


Bank notes 


A white paper on banking supervision 
might normally be expected to slip 
through Britain’s parliament without too 
much ado—especially in a week with 
meatier financial legislation to consider 
(see article above). The collapse of John- 
son Matthey Bankers (JMB) has changed 
that. When Mr Nigel Lawson introduced 
his white paper on December 17th, there 
was a loud row. 

The white paper’s aim is not merely to 
prevent a repeat of JMB. It is also to 
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Self-regulation elsewhere seems likely 
to be tackled with more zeal. First priori- 
ty is a comprehensive definition of invest- 
ments, to include virtually all partner- 
ships, companies or individuals who offer 
investment services. Second: that free- 
wheeling markets, such as financial fu- 
tures and commodities, be brought into 
the regulatory net. Third: that all wishing 
to do business be required to seek “‘auth- 
orisation”—ie, registration, either direct- 
ly with the siB or with one of the many 
self-regulatory organisations (SROs), such 
as the stock exchange, approved by the 
SIB. And fourth: that any firm or individ- 
ual trading without approval be commit- 
ting a criminal offence. 

This should get the SIB off to a good 
start, with the trade minister’s statutory 
powers to inspect a company’s books 
extended to cover partnerships and sole 
traders and handed over to the sis. That 
way the SIB should be able to carry out its 
own investigation of a firm which belongs 
to an SRO, or of an SRO itself. 

In addition, a consultative document 
on the role of auditors, published on 
December 20th, will recommend that 
accountants be obliged to report any 
financial chicanery in the companies 
which they are auditing to the SIB or to the 
Department of Trade. If the accountancy 
profession refuses to co-operate, a legal 
duty to do so could be written into the 
financial services bill later. 

Stronger powers for the Department of 


introduce various changes, which the 
government has mulled over for years, to 
the landmark 1979 Banking Act. The 
white paper proposes simplifying bank- 


i 
Watch it, watchdogs 


Trade to investigate insider trading are 
also slated. The insider-trading legislation 
of 1980 is useless. So the department will 
get power to question people under oath, 
with refusal to comply constituting con- 
tempt of court. 

More controversial is the plan to give 
the SIB immunity from legal action by 


Auditors are to be given more responsi- 
bility in reporting fraud: they will be 
encouraged to go behind the backs of 
their clients to warn the supervisory 





ing legislation by scrapping the two-tier 
system of banks and licensed deposit- 
takers introduced by the 1979 Act, and 
only allowing bodies with capital of more 
than £5m to call themselves banks. 
Some of the supervisory burden will 
be lifted from the Bank of England. The 
paper proposes setting up a new supervi- 
sory board within the Bank, chaired by 
the governor of the Bank but with most 
of its members coming from outside. 


bodies. Auditors will also be given more 
access to the Bank’s information. 

The paper does not suggest imposing a 
legal limit on lending. But it does say 
that all exposure to a single borrower 
above 10% of a bank’s capital should be 
reported to the supervisors. And before 
any bank lends more than 25% of its 
capital, it must consult the supervisors. 
Had JMB done this, it might never have 
become so famous. 
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gerieved investors who may have suf- 


fered financial loss because it failed to 
‘take action or made the wrong decision. 
“The stock exchange does not have such 
‘immunity, nor do the British Medical 
Association and the Bar Council. Gov- 
| ernment departments do not have it, nor 
-does the Crown. The only institution with 

uch immunity is Lloyd’s of London. And 
«that is no recommendation. _ 

























The $6. bi ion deal Agreed: between 
_ General Electric and RCA may break two 
ecords: the biggest merger outside the oil 

ustry, and Wall Street’s worst case of 
‘trading. By the time the merger 
s announced, after the market, had 
closed on December lith, RCA’s share 
price had shot up by 33%-in three days of 
hectic trading to $634, just short of Gen- 
al Electric's offer of $663 a share.. 
“The New York Stock Exchange and the 
Securities and Exchange Commission 
(SEC) have started investigations. So has 
the Chicago Board Options. Exchange, 
where. the price of options to buy.RCA 
ares more than trebled'in three days. 
The seer of RCA shares traded and 


of iciormation: About 20m chara, al- 
most 25% of the total number of RCA 
shares. outstanding, changed harids. in 
four days. Self-serving rumours about 
takeovers have been used for months to 
bounce share prices.up and down on Wall 
Street, but people are unlikely to snap up 
“$0. many shares in a large company unless 
they know what is going on. 

Though embarrassing to the New York 
Stock Exchange, leaks about mergers are 


Coincidentally 


Volume traded on N 









. December 1985. 


announced alter market clase Decamber I 3985 




























































+ from traders off the exchange. On the day. 


Mighty and mean 
Two different charitable appeals, both 
heartily supported by folk at large, have 


found the financial world less than over- 
flowing with seasonal generosity. Crick- 


from one end of Britain to the other has 
so far raised more than £520,000 for the 


was given by local people along the route 
of the walk. Businesses and banks did 
eventually chip in (Midland Bank’s 
pocket was by far thé deepest, at 
£50,000), but only after loud derision 
from Mr Botham and an extra march 
through the City of London. 
This- month, Merrill Lynch, “the 
world’s biggest stockbroker, launched a 
“Bond Aid” appeal to raise money for 
the Save the Children Fund, whose pres- 
ident is Princess Anne. Merrill Lynch is 
selling zero-coupon perpetual notes—ie, 
bonds that pay no interest and return no 
capital. So far, the American firm’s hon- 
est effort has met with more suspicion 
and jealousy than generosity, The bro- 


reckoned by some on Wall Street to be 
inevitable. Dozens of people, from law- 
yers to messengers, are involved in ar- 
ranging big deals. Huge resources are 
now devoted to split-second speculation 
in shares. So purchases by one or two 
people with inside knowledge, plus scraps 
of news-—for example, of the cancellation 
of meetings by General Electric and RCA 
on that Wednesday—could have been 
enough to start a scramble, | 

SEC and stock-exchange officials have 
meagre resources for chasing offenders. 
The New York Stock Exchange is best 
equipped, with 20-25 people watching 
share. prices. The SEC has only. half-a 
dozen analysts on the job.’ The exchange 
gives the SEC evidence on about 50 cases 
of suspected insider dealing every year. In 
the past four years, the SEC has brought 
an annual average of 20 cases of insider 
trading against offenders. 

Critics of the exchange argue that it 
could have stopped the scramble into RCA 
shares, which gave insiders big gains at 
the expense of those who were not in the 
know, by halting all trading in RCA until 
an announcement was made. The ex- 
change replies that it informed RCA about 
the heavy buying, but was told the com- 
pany had nothing to say. Merger partners 
are scared that hostile bidders could: dis- 
rupt their plans—which happened’ to 
Pennzoil’s wooing of Getty Oil—so they 
prefer to keep quiet whatever the markets 
are doing. 

The New York Stock Exchange is re- 
luctant to suspend trading in listed com- 
panies because it encourages competition 


eter Mr Ian Botham’s 880-mile walk _ 


Leukaemia Research Fund. Most of that ` in 19% 









omebody i 
nothing to put it into practice) and. of 
seeking publicity—hardly asin... 
When the appeal closes on December. 
19th, the organisers of Bond Aid expect 
to have raised about $500,000 from fi- 
nancial institutions around the world. 

















ual. pay of some City dealers. 
Those © belatedly. seized with seasonal 
goodwill still have time to telephone the 
Save the Children Fund at London 703- 
5400 or the Leukaemia Research Foun- 
dation at London 405-0101, 















RCA’s share price hit $634, the SEC agree 
to a request from the New York Stoc 
Exchange to cut the time it suspenc 
trading in a company’s shares before a 
important. announcement, from thre 
hours to 30 minutes. ees 


British pensions 


Getting carried 
away 


The British government’s white paper o 
the social services is not the once 
ised pensions: révolution (see page. 
But it does include two ‘thing: ‘tha wi 
remould Britain’s pensions. ry 
First, a right fór'all employees to opt fc 
private pension contracts. (Most compe 
nies now insist that employees join thei 
schemes.) And, second, an end to th 
monopoly that life-insuraace companie 
Hargi in 19 fein these contracts 









feras for private scheie 

kely to boost that growth 

iper wants to free buildin 

societies,’ banks and unit trusts to com 


placed to exploit a weakness of thei insu 
ance industry. Only about 20% of th 


vale se A aI 


1e wide variety of schemes offered, by 
1e complexity of many of them, and by 
1e high commissions charged. But many 
f the self-employed have savings ac- 
punts with building societies. The only 
ssential change needed to turn future 
ontributions to a building-society ac- 
ount into tax-advantageous pension con- 
‘ibutions will be for the depositor to 
gree that the money cannot be with- 
rawn until his retirement. 

Building societies have demonstrated 
ow they can take pension business from 
fe-insurance companies. Additional vol- 
ntary contributions (AVCs) are schemes 
esigned to allow employees already in a 
ompany’s pension plan to make addi- 
ional contributions to another scheme, 
werseen by their employer. AVCs were 
atroduced about 20 years ago, but build- 

societies did not begin offering them 
il 1978. By 1984, five of the ten biggest 
«vc schemes were run by societies. 

The pensions industry expects to gain a 
hunk of new business from employees 
zho opt out of company schemes. A poll 
aken in 1984 found that of those employ- 
es now in occupational pension schemes 
some 11.5m with annual contributions 
otalling about £8 billion), almost a third 
vould rather make their own pension 
rrangements—or, at least, so they said. 
The great advantage of so-called personal 
yension plans is that they are portable 
rom one job to the next, so restless 
mployees do not lose a lot of their 
renefits every time they move. 

Under the 1985 Social Security Act, 
‘mployees who leave schemes in which 
hey have earned a right to a deferred 
yension (ie, they have contributed to the 
cheme for at least five years) can also 

to take the money out in cash 
Bes leave and deposit it in a 
able personal scheme. 











Paper ships 


A mutual fund in ships is the latest idea 
spawned by the long-running depression 
in world shipping. A group of ship man- 
agers and brokers hopes to set up the 
International Shipping Fund. If this 
proves seaworthy, it will allow reluctant 
owners of ships—eg, the banks that have 
taken them in return for failed loans—to 
swap their direct ownership of a vessel 
for a paper investment in a pool of ships. 
Banks have had to seize around 500 
vessels since 1983, not counting the extra 
ships they are acquiring as a result of 
recent collapses of Japan’s Sanko Steam- 
ship and Hongkong’s Tung group. 

The fund would be open-ended with a 
valuation of the fleet which it would 
operate being made every quarter. Ini- 
tial investors, whose ships would be 
valued by the fund at current market 
prices, would not be able to sell their 
shares in the fund for the first three years 


Shipping loans 
All at sea in Japan 


TOKYO AND LONDON 


The collapse of two big shipping groups— 
Japan’s Sanko Steamship and Hong- 
kong’s Tung group—is making Japanese 
banks’ shipping loans look dangerously 
like American loans to Latin America: 
too far-flung and far too much. The 
Japanese are particularly embarrassed by 
Tung. For the first time, they find them- 
selves in the forefront of a big foreign 
financial collapse. This could prevent the 
sort of domestic fudge that is expected to 
emerge from negotiations over Sanko, 
the world’s largest tanker operator which 
went bust in August owing more than 
Y520 billion ($2.2 billion). 

The Tung group is Hongkong’s second 
largest shipowner, and Japanese creditors 
hold 43% of its total debts of $2.4 billion. 
They are rushing to give reassurances that 
they will keep Tung afloat. A (secured) 
credit line to Tung from the Bank of 
China has reinforced their determination 
to look sympathetic. If China supports 
Hongkong, so must Japan, think the 
Japanese. 

The Tung group is now trying to re- 
schedule its debts in two halves: those of 
Orient Overseas, its publicly-quoted arm 
which owes $1.18 billion, 22% of it to 
Japanese banks; and those of Tung’s 
worse-off family-owned private firms, 
which owe $1.25 billion, 60% of it to 
Japanese creditors. 

The public company’s accounts make 
much less grisly reading than the private 
companies’. Repayments of principal on 





of its operation. 

At present, a bank that owns a shi 
has four (fairly unattractive) options: it 
can scrap the ship; sell it at current 
bargain-basement prices; expensively lay 
it up; or employ managers to operate it 
(only attractive for those banks that own 
a sizeable fleet). The fund would offer a 
fifth option. Some bankers are neverthe- 
less sceptical. They see the scheme as 
little more than another clever way of 
parang the fateful day when owners 

ave to scrap their ships. Any other 
aman they say, does nothing to 

dress the underlying problem—the 
pei Aa over-supply of ships. 

The fund’s backers are not risking 
much. They plan to set an annual fee of 
$75,000 for each vessel managed. Inves- 
tors would also have to pay an annual 
management fee based on the fund’s 
assets. In addition, if the fund were ever 
to issue shares on a stock market, the 
management company would have the 
right to buy 10% of the capital. 


the public company’s loans will be post- 
poned, pending rescheduling negotia- 
tions, but at least all debt interest is being 
met. Shearson Lehman Brothers, which 
is acting for the private firms, does not 





think this part of the group can meet all its 
interest burden. 

On December 13th, to help Tung meet 
its operating costs, the Japanese creditors 
agreed to waive their rights to Tung’s 
charter income—a gesture designed to 
show their support for the group. One 
reason they can afford to be magnani- 
mous is that no single Japanese institution 
holds more than $120m of Tung’s debt. 
The Hongkong and Shanghai Bank, the 
largest single creditor, is owed around 
$350m. About $1 billion of Tung debt is 
spread between 28 Japanese creditors, 
including 10 banks, six trading companies 
and 12 leasing companies. 

Sanko’s debts were much more heavily 
concentrated. The firm owed Y100 billion 
($500m) to Daiwa Bank, Y55 billion to 

































m- re often, 









~ Long-Term Credit Ban 
Tokai Y40 billion. All. 







valued at par i count 
`- Mr Mitsuhide Miyata, Sanko’s court- 
i 3, is seeking court për- 
mission: to refloat: a 

aiwa Bank's’ 

























tate of the shipping market because of 

their massive over-ordering of ships on 
subsidised credit. “If the buck has to stop 
somewhere, it stopped at exactly the right 
place”, said one of them this week. 








British merchant banks 
Working for their 
takeover pay 















British merchant banks are competing 
more fiercely for the fat fees earned from 
advising companies on takeovers. Not 
ampanies changing their bank- 


Share ownership is being widened in 
Britain not just by the government's 
privatisation. programme, but also by the 
less noisy success of share-option 
schemes forcompany employees. Since 
the tax rules on these were changed in 
the 1984 Finance Act, they have flour- 
ished. According tothe Inland Revenue, 
1,024 company schemes were approved 
in. the first year of the new regime—more 
n all: those.(979) approved under the 
lier, and less generous, 1978 and 1980 
ance Act provisions. 

Hoare Govett, a firm of stockbrokers, 
says that about £3.5 billion-worth of 
_Share..options, morethan 1% of the 
italisation of the London stock mar- 
ket, have been ited in Britain, Most 
‘ed companies on the 
k Exchange now have the 

ission of the Inland Revenue to set 
share-option schemes, 

The tax changes that brought about 

he recent burst of:new schemes allow 
gains.on approved share. options. to be 
-taxed (more lightly) as capital gain rath- 
<er than as- income, and remove the 













ds means that companies 
often sign up more than one bank to do 
their bidding. For example, Hanson Trust 
announced this week that, in addition to 


ity of today’s bi 





Britain’s busy bidders 
Bid Valus Advisers 
Argyll for 1.9bn Samuel Montagu, 
Charterhouse Japhet, 
Noble Grossart, 
Distillers Kleinwort Benson, 
t Robert Fleming 
Hanson Trust for 1.9bn N. M. Rothschild, 
Schroders 
Imperial Group Hambros 
Habitat/Mothercare  1.5bn Morgan Grenfell, 
for British Home 
Stores Kleinwort Benson 
Imperial Group for’ 1.2bn Hambros, 
United Biscuits Morgan Grenfell 
GEC for 1.2bn S. G. Warburg, 
Plessey Kleinwort Benson, 
First Boston 
Guinness Peat for 215m Morgan Grenfell, 
Britannia Arrow Lazard Bros. 
nce Pension Funds for 150m S. G. Warburg 
Drayton Premier Samuel Montagu 
Investment Trust: ° 
BET for 115m Baring Bros., 
sas Group Kleinwort Benson 





N. M. Rothschild, it has hired Schroders 
to advise it on its £1.9 billion bid for 
Imperial. 

So far this year, British companies have 
made 128 bids (agreed and contested) for 
each other worth around £15.9 billion. 
Sounds a lot? Not if you consider that 94 


| Employees as owners 


requirement that share options be made 
available on the same terms to all em- 
ployees. Of course, the Institute of Di- 
rectors still thinks the rules too restric- 
tive. To meet with the taxman’s approval 
(and thereby get tax benefits), the value 
of the shares on which an employee has 
an option must not exceed £100,000 or 
four times his salary, whichever is larger; 
nor can the options be exercised within 
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y £5.3 billion, had bee: 
resolved. by the end-of November. Thi 
rest, worth £10.6 billion, are still pending 
And. five of these are each worth £ 
billion or more. oe 
The latest edition of Crawford's Direc 
tory of City Connections (published b) 
The Economist), shows that Morgai 
Grenfell, a specialist takeover adviser 
has nosed ahead of S. G. Warburg in thi 
number of British companies that name i 
as their main merchant bank. Close be 
hind in third placeis Kleinwort Benson. 
Such positions are ever more tenuoush 
held, and‘ Morgan Grenfell’s reputatior 
for winning has twice been dented of late 
Earlier this month, its client Scottish & 
Newcastle failed by a whisker to get hok 
of 51% of the shares of Matthew Brown 
a fellow brewer. Then, French: Kier, < 
construction group which Morgan Gre 
fell was also advising, failed in its £24. rA 
bid for Abbey, an Irish housebuilder 
despite starting out with irrevocable ac 
ceptances for 36% of Abbey’s shares. 
Companies (and their merchant banks) 
are having to think harder about payment 
by results. Take Argyll's £1.9- billion bic 
for Distillers, maker of, among othe: 
things, Johnnie Walker Scotch whisky. 
Argyll has structured its bid so that. 
unusually, it will pay only £7m in under: 
writing fees if it fails to. get 100% (orclose 
to it) of Distillers. If, however, it gets the 
lot, Argyll will pay £35m-—-a big dollop ol 
which will go in fees to its merchant 
banks: Samuel Montagu, Charterhouse 
Japhet and Edinburgh’s Noble Grossart. 


less'than three years. 

Tax concessions are not the only rea- 
son that share options have become 
popular in Britain. The recession forced 
companies to think hard about ways of © - 
rewarding employees. they wanted toi- 
keep without a big boost in their wage 
bill. A ‘recent survey by Inbucon, a firm 
of management consultants, found that 
companies in most industries had 
schemes, Big companies have generally 
been quicker off the mark, though some 
small ones have attracted talented staff 
with options that stand to make them a 
hefty pain when the compe oes pu 
lic. Of a random sample | companies 
going public over the past three months, > 
eight had, or were seeking, approval 
from the Inland Revenue for share- 
option schemes, ooe oS, 

The number of employee. share op- 
tions in Britain is still. small when-com- 
pared with America. There, about 95% 
of the 1,500-plus companies listed on the 
New York Stock Exchange now offer. 
schemes to their employees. One lesson 
that the Americans have learnt: options 
are fine while the stock market is rising. 
When it ait helps to have perfor- 
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yarterhouse Group International, Inc. 
The following have become investors... 
in Charterhouse Group International, Inc. 
Electra Investment Trust P. L C a 
Globe Investment Trust PLC 
Slough Estates plc 
Charterhouse Japhet plc 


The undersigned acted as financial adviser 
to the new investors in this transaction — 


a 
CHARTERHOUSE 
= JAPHET 


Marine Transport Lines, Inc. 


- has acquired through a wholly owned subsidiary 
thë issued share capital of 


: Rowbotham Tankships Limited 


The PERE T acted as financial adviser 
to Marine Transport Lines, Inc. in this transaction 
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This announcement appears as a matter of record only.” 


Acquisition of 


R. Hitchins & Co. Limited 





financed by the issue to the vendors. of 
£28,441,559 3 year 10% loan notes 


guaranteed by 






» The Royal Bank 
of Scotland plc 








The undersigned arranged the guarantee facility and acted as adviser to 


Mountleigh Group plc 


CH IARTERHOUSE 
JAPHET 
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[he science in a snowflake 


xe is strange stuff. Simple physics says it should melt at about —90°C, 
ut it does not. Simple physics says it should sink, but it floats. It exists 
1 the form of exquisitely symmetrical snowflakes and featureless giant 


se caps. In these 


we explore the eccentricities of the solid p ase 
je: by following a snowflake from blizzard to melting glacier, with 
pp 


the 


of colour photographs facing pages 104 and 107 


egin high in the clouds, where a tiny 
veck of dust has begun to collect water 
apour on to its surface. The vapour is 
rystallising into ice and the ice crystal is 
rowing rapidly into a snowflake. From 
ie turbulent chaos of the cloud emerges 

perfect hexagon. Each side starts to 
row arms; each arm grows sub-arms. A 
tar is born. 

To put it less poetically: you have 
‘itnessed dendritic growth, a property 
he snowflake shares with oil wells, cast 
ron and redwood trees and which math- 
maticians are only just learning to 
inderstand. 

In the 1940s, a Russian physi- 
ist called G. P. Ivantsov tried to 
ind out what determined the 
hape of a growing snowflake’s 
im. He fed into an equation the 

perature, vapour pressure, 
cific heat, heat diffusion rate 
ind so on and found that the 
yarabolic shape of the arm was 
iccurately predicted but the ve- 


ocity of growth remained 
‘lusive. 
Meanwhile, in the United 


jtates, two groups of scien- 
ists—one at the University of 
Michigan and at Schlumberger- 
Doll Research in Ridgefield, 
Connecticut, the other at the 
University of California at Santa 
Barbara—were working on the 
sroblem of determining the rate 
of growth of dendrites by using 
mathematical models. Both in- 
dependently found that they 
cracked the velocity problem by 
feeding in a mathematical term 
to represent surface tension. 
This, they thought, might be the z‘ 
answer to Ivantsov’s problem. + 

But there was no easy way to 
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Order from chaos: frost on glass 


test their idea. Then, in 1985, it dawned 
on Dr David Kessler at the University of 
Michigan and Dr Hebert Levine at 
Schlumberger-Doll that there was an 
analogy between snowflakes and air 
bubbles. 

Air bubbles? Scientists at the Califor- 
nia Institute of Technology had been 
looking at how a bubble of air introduced 
between two flat glass plates pushed its 
way through water. Such a bubble does 
not advance on a broad front but in long 
fingers. The rate of growth of each air 
finger was unpredictable until surface 





Ve 


tension was put into the equation. This 
enabled Dr Kessler’s group to prove that 
it was indeed surface tension that deter- 
mined velocity of growth in a snowflake. 

The analogy between snowflakes and 
air bubbles is exciting—physicists live for 
such coincidences—but it is also useful. 
Oilmen get oil out of reluctant wells by 
injecting gas into a nearby hole and using 
the gas to push oil towards the extraction 
well. They do not like fingers, because 
when a finger reaches the well it stops 
pushing the oil. Now they know that the 
important factor is the surface tension 
where the oil and gas meet. They are 
experimenting with detergents that affect 
surface tension, in the hope of slowing 
down the growth of the finger. 

The most practical application of the 
Kessler-Levine work, though, is in the 
growth of crystals in quenched metals. 
Cast iron, or any other metal cooled from 
the molten state, has a microstructure of 
tiny crystals. The rate and pattern of 
growth of such crystals is of paramount 
importance to metallurgists because it 
determines the metal’s strength. The 
same equations apply, but with one im- 
portant difference. Whereas in ice-crystal 
formation it is the rate at which 
the crystal can shift heat that 
matters, in the metal it is the 
rate at which the crystal can shift 
impurities. 

Surface tension is not the only 
factor that pops out of the equa- 
tions as newly important; so 
does “anisotropy”. Anisotropy 
is simply a bias in the direction 
of growth of the crystal or bub- 
ble. Crystals are endowed with 
this by their molecular struc- 
ture—ice grows hexagonally— 
and in the bubble experiments 
there are the walls of the cham- 
ber to channel the direction of 
growth. 

But suppose the chamber has 
no walls: suppose the air is in- 
jected through a hole in the top 
glass plate and spreads out in all 
directions. What happens then 
is that the air fingers split again 
and again into many tiny 
branches. Dr Eshel Ben-Jacob 
at the University of Michigan 
realised that, if a groove is 
etched in the glass, it channels 
the growth of the finger, making 
a pointed parabola—like a red- 
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wood tree. So he drew a pattern of 
hexagonal grooves on the glass and intro- 
duced his bubble. The result, as you can 
see in the photograph above, is a passable 
imitation of a snowflake. 





Of ice and fire 


As Galileo realised, the speed at which an 
object falls depends not on its weight, but 
on its surface area. Snowflakes, intricate 
and feathery crystals with large surface 
areas, fall slowly and are at the mercy of 
every breath of wind, Hailstones, com- 
pactly built, are content to plummet. In 
this difference lies the cause of lightning. 

Dr Clive Saunders and his colleagues at 
the University of Manchester Institute of 
Science and Technology in England are 
putting the finishing touches to a theory 
of lightning creation in clouds. They use a 
cold chamber into which they introduce 
super-cooled drops of water (ie, drops 
cooled below freezing but prevented from 
freezing by their tiny size). 

In this chamber there is an ice-covered 
rod, spinning round to simulate hail- 
stones falling through a super-cooled 
cloud. Snow crystals form in the cloud 
and, on hitting the hailstones, either stick 
or bounce off, By attaching the rod to an 
electrical amplifier, the scientists can 
measure the electric charge that is trans- 
ferred to or from the rod each time it is 
brushed by an ice crystal—just like the 
charge transferred to your shoes when 
you scuff them over a nylon carpet. 

That the electricity of thunder clouds 
lies in their ice particles has long been 
suspected but only in recent years has it 
been proved. Dr Saunders is now able to 
measure exactly how much charge is 
transferred and which way. It turns out to 
depend on the speeds at which the hail- 
stones and ice crystals are growing. When 
the ice crystals are growing faster than the 
hailstones, which happens below —20°C, 
the crystals are positive and the stones 
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Blade runners 


One of the jolliest, but also most compli- 
cated, things about solid H,0 is that you 
can skate on it. Sliding along with all 
your weight on one blade at a pressure of 
about 50 Ib per square inch ought to 
generate ape Bi friction. In- 
stead, skaters travel faster than any oth- 
er self-powered humans. 

Pressure makes ice easier to melt. 
With any other material that would not 
happen. A general rule in the physical 
world is: the higher the pressure, the 
higher the melting point. The reverse is 
true of ice. So the pressure under the 
skate lowers the ice’s melting point. If 
the surrounding temperature is not too 
low, that can melt the ice. The same 
applies to skis and sledges: in very cold 
conditions, as sledge-dragging heroes in 
the Antarctic sometimes found out the 


negative. At warmer temperatures the 
reverse happens. 

The hailstones fall, while the ice crys- 
tals are carried up on the updraught often 
found inside such clouds. Near the top of 
the cloud, where it is colder than —20°C, 
the hailstones are negatively charged and 
carry their charge downwards. Near the 
bottom of the cloud it is warmer and so 
the charge goes the other way: the nega- 
tively charged ice crystals carry their 
charge back up. The top and bottom of 
the cloud become positive; the middle 
becomes negative. It is this strong nega- 
tive charge that discharges to earth in a 
lightning strike. 


ICE sparkS How lightning works 
OO tcecrystat OO Hailstone 





hard way, snow behaves like sand. 

What the pressure effect also does is 
lower the amount of frictional heating 
which is required to keep the ice at 
melting point. It is now known that most 
of the melting is actually done by this 
friction, rather than by the pressure. 
Friction generates heat, which melts 
some of the ice at the point of contact, 
forming a thin film of lubricating water. 

Frictional heating would melt more ice 
but for the fact that some of the heat 
leaks away into the surrounding ice, and 
into the skate. A carbon-fibre skate is 
best of all, since its conductivity is low. 
The greater the friction the more the 
melting, so the less the friction. The 
coefficient of friction that results from 
this merry-go-round is about 1% of tha 
of most other materials. i 





History in the fridge 


If the air were clean there would be n 
snow. But if there were no snow, the ai 
would be much dirtier. Ice crystals forr 
on particles of airborne dust called aerc 
sols. Because they remove aerosols an 
“scavenge” other pollutants as they fal 
snowflakes cleanse the air. 

Dr Pao Wang at the University c 
Wisconsin at Madison has found that 
snowflake’s shape affects its efficiency i 
cleansing the air. Dr Wang used a char 
ber into which he injected tiny indium 
organic aerosols. He then took this ow 
let the snow fall naturally into the char 
ber and counted the aerosols the sno 
had captured under a microscope 

He found that the simple hexagon 
needle-like crystals that form at temperz 
tures above about —15°C are worse tha 
raindrops at scavenging dirt. But th 
familiar six-axis dendritic stars, whic 
form below —15°C, are better than rair 
drops at picking up pollutants. 

Dr Wang dreams of a day when snow 


` storms of the most efficient scavenger 


can be designed to clean up episodes ¢ 
pollution. Other scientists are lookin 
back, to see what they can learn from th 
scavenging habits of past snowflakes. 
All the ice of the Antarctic was onc 
fresh snow. As it floated down throug 
the atmosphere the snow scavenge 
traces of whatever was to be found there 
particles of desert sand, volcanic ash, rar 
gases, radioactivity from nuclear tests. B 
the time the crystals landed on the ic 
sheet they had become frozen relics ¢ 
what was in the sky the day they fell. Th 
snows of later seasons squashed them int 
progressively thinner layers of ice. The 
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These ice crystals are ‘‘dendrites'’—with 
branching, parabola-shaped arms extend- 
ing from the flat central hexagon. Dendrites 
are good at cleansing the air; mathemati- 
cians now think they know how they grow. 
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4 Like tree rings, the layers in ice keep a 
record of seasons and years. The layers 
get thinner as they are squashed by new 
snowfalls. A hole 100 metres deep can 
reach ice that fell as snow before Christ 
was born. In Antarctica, Russia has drilled { 
150,000 years deep. 


oe 


This ice core was once snow. It can reveal 
whether it fell during a warm year or a cold 
one, how many volcanoes erupted then, 
how extensive deserts were and whether 
man was testing atomic bombs in the 
atmosphere. 
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<4 Mountain glaciers slide over their rock In Antarctica, glaciers are cold and often 
| beds on films of water. frozen to the rock below. But they can 
move. Ice may be solid, but it can bend 
under the influence of gravity. 


< Light flufty snow is as good an insulat 
fur. The heat conductivity of both 
on the air trapped in them. 


Snow is not white; it simply reflects the 
light, which is—usually—white. 
v 





Me a museum, 


a portable museum, Since. the ` 


, Scientists have been drilling deep 
Iles into the ice sheets of Antarctica and 
and and carting long tubes of ice— 
dice cores—back to their laboratory 
gerators. In the 1960s, American sci- 


es deep and reached the bedrock 
oe station in the Antarctic. A 


hole, at “the Vostok eng isi 


vere are ah wonderful things about 
ice. It is pristine and it is old: the 
has lees that fell as. snow 


ice cores an n axoniseingly accu- 
story of fluctuations in’ the’ tem- 


cause: the s ow was once ocean and 
ase the ocean comes in two flavours 


lates, its two flav 

ed.-proportion: But the. proportion 
dually changes as clouds travel to- 
s the poles. The heavier oxygen-18 
lecules condense faster than the light 
s and fall out sooner as rain or snow. 
‘the time the snow falls -on the ice 
meets of Greenland and the Antarctic its 

mare of oxygen-18 is much depleted. 
“The colder it is: when snow falls, the less 
lar ice because a 
rain or snow on 
ice ‘core, Measure the 


otopes and, by extrapolation, - 


wu-end up with a record of the earth’s 
smperature. 
This isotope record is so sensitive that 


ew  decades—show up clear 
iKferences between summ 


g nuclear tests that started in the 1950s, 
“ massive volcanic eruptions, such as 
wakatoa in 1883, have left convenient 
marks'in the ice core. 
ver: down the core, where. older 
yers are squashed closer together, sea- 
fferences are effaced. But the 
cord is still sensitive enough to 
‘veal big, long-term temperature cycles. 
last Al st, a team of French and. Rus- 


pe record yet, based on ice 
s removed from the Vostok hole and 
ching well beyond the beginning. of 


The snows of yesteryear 


Source -Scientitic Americar 


historians, palaeoclimatologists believe 
the ‘past illuminates the future. Only by 
working out what causes the earth’s peri- 
odic ice ages can scientists learn to under- 
stand the atmosphere. Only by under- 
standing the workings of the atmosphere 
can they know whether, say, to panic 
about the “greenhouse” effect—the 
build-up of carbon dioxide which threat- 
ens to trap heat inside the atmosphere 
and cause a catastrophic melting of polar 
ice. 

Some of the most useful—and perplex- 
ing—evidence on the link between cli- 
mate and carbon dioxide has come from 
ice cores. When fallen snow is com- 
pressed into a layer of ice, the bubbles of 
air trapped between the crystals are 
sealed from the surface and preserve their 
original chemical composition. By crush- 
ing the ice and releasing the bubbles it is 
possible to measure the amount of carbon 
dioxide present in the atmosphere when a 
given layer fell. 

In 1980, studies of ice cores showed 
that there was far less carbon dioxide in 
the atmosphere during the last ice age 
than there is now—about 200 parts per 
million (ppm) compared with about 330 


ppm today. The concentration rose rapid- - 


ly, to about 280 ppm, towards the end of 
the ice age. Was the lower concentration 
a cause or a result of the ice age? Or were 
both caused by something else? 

© One theory, proposed by Dr Wallace 
Broecker of Columbia University in New 
York, held that carbon dioxide amplifies 


shen: the earth warms, © 
the amount of carbon dioxide in the 
atmosphere i increases. The carbon diox+ 


more carbon dioxide?” ‘Because the se 
level rises and deposits organisms on the 
shallow continental shelves, where th 
exhale carbon dioxide into the air. 

Dr Broecker’s theory collapséd in 1983 
with a batch of new evidence from the 
Dye 3.ice core in Greenland. This showed 
that surges in‘carbon dioxide levels t 
wards the end of the ice age happened 
within hundreds of years, much faster 


` than could be explained by events on the 


continental shelf. Palaeoclimatologi 
crept back to their refrigerators. They ar 
waiting tensely to test new ideas against 


.whatever.the Vostok core reveals about 


carbon dioxide. 

There is modern history as well as | 
ancient locked up in the ice. In some” 
cases evidence from the cores has helped 
to confirm intuition, For example, the 
cores have recorded big increases in a 
mospheric lead since the coming of indus- 
trialisation (concentrations are higher in’ 
Greenland than in the remote Antarctic), 
In other cases, the cores have produce 
surprises. Studies of ice from Greenland’ 
Dye 3 core and Antarctica’s Siple core 
recently detected an unexpected doubling. 
of methane in the atmosphere over the 
past 200 years. Nobody knows-whether to 
blame the petrochemical industry. ór- th 
Aatwience of cows. 


Back to the sea 


Although most of the world’s precipita- 
tion is in the form of rain, most of the 
world’s fresh water is in the ‘form. of ice 
and snow, a discrepancy explained by 
far greater time it takes a snowfla 
falling on Greenland to return to thes 
than it dees a raindrop on London, 
snowflakes do, eventually, return 
sea. Ice is as brittle as rock, but not 
immovable. 

“Warm” glaciers like those in’ the 


or Andes; that. are ‘melting fast ‘a 


descend, slide overt a film of w 
fraction. of an inch thick e] 


Dr Charles Bentley at 


_ Wisco 


“discovered a third 


He was” 


move, SW : 
As you cros 


streams”. 
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cap of central Antarctica, you come upon 
crevassed areas that are moving relatively 
rapidly (500 metres a year) past the stable 
ice on either side. By sending shock 
waves through the ice and listening to the 
echoes, Dr Bentley and his colleagues 
have found that the ice streams are sitting 
on top of a five-metre thick slop of rubble 
and water that provides a roller system on 
which the ice above can trundle. 


Gathering speed 

Glaciers, like tortoises, have entered the 
language as metaphors for slowness. But 
they do not always move so slowly. Cer- 
tain glaciers periodically gird up their 
loins and hurtle down the valleys—at 
several miles a year, hundreds of times 
their normal speed. 

In 1982-83, the Variegated Glacier in 
Alaska surged for the fifth time this 
century. A team of scientists led by Dr 
Barclay Kamb of the California Institute 
of Technology was waiting for it. The 
scientists staked out its surface with mark- 
er flags, drilled holes, poured in dyes and 
listened to its rumblings with seismo- 
graphs. As a result they now think they 
understand how surging happens. 

The boreholes showed that 95% of the 
glacier’s movement during the surge was 
basal sliding: in other words, the whole 
thing moved en masse, lubricating its 
motion over the bedrock with a film of 
meltwater. But the boreholes also gave 
them a more telling clue. The water at the 
bottom rose in the boreholes when the 
glacier was moving especially fast, indi- 
cating that it was under greater pressure. 

It is known that surging glaciers often 
release large quantities of dirty meltwater 
from their snouts at the end of the surge. 
So Dr Kamb and his colleagues hypothe- 
sised that water was trapped in the glacier 
during the surge. To test their idea they 
put dye down the boreholes and looked 
for it coming out at the glacier’s snout. 





Life beneath the snow 


To most people snow is synonymous 
with discomfort. But to the red squirrel 
of North America, it is the epitome of 
cosiness. When the temperature falls 
below a certain level, the squirrel aban- 
dons its life in the tree tops and descends 
to live beneath the snow. There it is 
protected from the worst of the cold by 
the insulation of the snow above. 

The squirrel is one of a whole range of 
Arctic animals—mice, voles, shrews, 
chipmunks—that live beneath the snow 
in winter, busily searching for berries 
and grubs on which to feed. They can do 
so, because of a curious property of H,0: 
it can turn from solid to gas without 
going through a liquid stage. Polar ex- 
plorers’ clothes dried out as they plod- 
ded along, even though they were as stiff 
as boards. 

What has all this got to do with 
squirrels? When snow falls in the au- 

stumn, it lodges on plants, leaving small 

gaps underneath; thoughout the winter 
these gaps grow larger, because the heat 
of the earth “ablates” the snow into 
water vapour, which rises and recrystal- 
lises higher in the snow layer. 

The result is the dark, mysterious 
world of the “sub-nivean” air space, 
where rodents and other small mammals 
spend the winter. These creatures are 
too small to hibernate—they just could 
not carry enough fat to survive the 
winter without feeding. But, because of 


The dye took much longer to emerge and 
spread sideways inside the glacier much 
more than normal. 

In a normal glacier, the meltwater 
forms a simple tunnel along the centre of 
the glacier. This efficiently drains the 
glacier, which rests on the rock, slipping 
slowly. Then a summer acceleration of 
the glacier destroys the neat drainage 
tunnel and, through the tumbling of the 





the warm blanket of snow above them, 
they can live in the frozen North without 
ever encountering a frost of more than 
—15°C, let alone a chilling wind. 

Which is bad news for the foxes and 
owls that are after the rodents. They 
have to rely on the telltale scrunching 
noises of a mouse at work on a nut and 
plunge blind through the snow. 


ice over rocks, cavities are created (si 
colour photo facing page 107). 

The meltwater cannot escape, but a 
cumulates and fills the cavities, which a 
linked by little cracks. Gradually tl 
whole of the glacier’s bed becomes 
maze of pressurised water pockets. T 
lift the ice off the rock in manpl 
and, floating almost free, it sets off dow 
the valley at (relatively) great spee 
Eventually, the water finds a way out, tl 
drainage tunnel reforms, the glacier sinl 
back on to the rock and the surge is ove 

Surging may be more than a curiosit 
In the 1960s, Dr Alex Wilson of Victor 
University in New Zealand put forwai 
the idea that whole sections of the An 
arctic ice cap could surge into the se. 
causing floods and ice ages, the latter t 
increasing the proportion of the glob 
covered by white snow and ice rather tha 
dark sea and therefore increasing tt 
amount of sunlight sent back aloft. 

The idea was that ice sheets prevei 
heat escaping from the ground; the he; 
builds up enough to melt the bottom 4 
the ice; the whole thing then starts 1 
move much faster and thousands of year 
accumulation of ice slides gently into th 
sea. Perhaps this is how the ice shelves « 
Antarctica came into existence. 
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Helping people 
help themselves 





SALZBURG SEMINAR 
1986 PROGRAMME 


International. seminars (with a partial listing of panelists and lecturers 
will be held as follows: 
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BUSINESS BRIEF 


Malt whisky galore 


Single-maltwhisky—Scotch made mercial production did not take 
from barley and usually matured off until the invention in 1860 of 
for at least eight years—is the the Coffey still which allowed 
fastest-growing drink in an other- spirits to be produced continu- 
wise moribund market for dark ously instead of in batches. 
distilled spirits. In 1984, 1.5m When, in 1908, the courts al- 
cases worth around £200m lowed blended whiskies to take 
($290m) were sold in the world. the name Scotch, the industry 
This was 2% of the total volume came of age. 
of Scotch exported that year. Until recently, malt-whisky 
While sales of blended-Scotch distilleries were their own worst 
whisky had dropped 5% since enemy. After 1945, many export- 
1976, those of malt whiskies have ed their malts in bulk, not to be 
nearly trebled. Italians love it, sold as malt whisky, but to be 
Britons swear by it, Americans blended abroad with locally-dis- 
quite like it, and even the Japa- tilled grain whiskies. Because it 
nese are beginning to try it. After cost less to ship in bulk, blended 
years of falling whisky sales, even whiskies produced outside Scot- 
Scots are starting to enthuse land could then be sold more 
about it. Few other spirits, save cheaply. Sales rose, but whisky 
perhaps brandy, produce such lost its reputation for quality. 
eulogy, or such pseudery, from That was fine while sales of 
their followers. blended whisky continued to 





Scotch comes only from Scot- grow, but bad news when, ten 
land and most malt whisky pro- years or so ago, they started to 
duced there is mixed with other tumble. Malt distillers lost out 
malts and grain whisky to pro- 


too, because, by then, sales of 





Quiet, whisky maturing 


duce a blend—ie, what most bulk malts for use in blending 


drinkers regard as Scotch. Malt 
and grain whiskies are as differ- 
ent as brie is from stilton. Grain 
whisky, like most continuously- 
distilled spirits, is clear. Unlike 
malt, it retains very little of the 


accounted for a big share of their 
income. 

Even blended Scotch was once 
an expensive and elitist drink 
outside its native Scotland. In the 
1960s, the distillers created the 


character of the process that pro- so-called “premium Scotches”, 
duces it (see box). Single malts such as Dimple Haig and demand 
are made by one distillery and are for premium Scotch surged when 
not blended with any other. Seagram, a Canadian-headquar- 
Practised malt drinkers judge tered distiller, launched a new 
the quality of a malt by the de- blend, Chivas Regal. 
gree of fragrance and flavour it Malt-whisky producers were ill 
has picked up from its ingredients equipped to compete. Few saw 
in the making. Some “vatted the commercial possibilities of 
malt whiskies do  exist—ie, single malts. Worse, many still 
blends of different malts—but thought of malt whisky as a drink 
few are reckoned to be as good as_ that could only be appreciated by 
the single malts produced by indi- a few discerning Scots. “Malt”, 
vidual distilleries. says Mr Ivan Straker, whose fam- 
All Scotch whisky started out ily sold Glenlivet distillery to Sea- 
as malt, distilled in small illegal gram in 1978, and should there- 
pot stills that governments peri- fore know, “was the personal toy 
odically tried to wipe out. Com- of the chairman”. 


110 ° 


ee amo 
Source ~The Worid Atlas of Wine Hugh Johnson 


Such attitudes were slow to 
disappear. Among the slowest to 
react was Distillers Company Ltd 
(DCL), the world’s biggest produc- 
er of Scotch and now the target of 
an unwelcome takeover bid from 
Argyll, a food group. Because it 
was formed from an amalgam- 
ation of grain distillers, DCL tradi- 
tionally paid little attention to 
malts, concentrating instead on 
its blends. If it were to sell malts, 
the argument went, DCL would 
damage sales of its many blended 
Scotches. The company has since 
changed its mind, Cardhu, a 
brand produced by DCL's Johnnie 
Walker subsidiary, is one of the 
best-selling malts, 

The first distillery to take sin- 
gle malts seriously was Grants, a 
family-owned company which 
started to promote its ‘‘Glenfid- 
dich“ brand 20 years or so ago. It 
reasoned that the only way to 
compete with the big distillers of 
blended whiskies was to find a 
specialised niche. It found it. 
Glenfiddich, distilled on the 
Spey, which is famous also for its 
salmon, is now the world’s big- 
gest-selling malt whisky. 

The second spot is occupied by 
Glenlivet, which is owned by Sea- 
gram, as is another brand, Glen 
Grant. Trailing Glenfiddich and 
Glenlivet are a clutch of other 
malts: Glenmorangie, the only 
one of the best-selling brands not 
produced on Speyside and, like 
The Macallan, a family-run com- 
pany; and Cardhu., All told, there 
are over 150 single-malt whiskies. 
Two dozen, perhaps, have a fol- 
lowing among malt-whisky drink- 
ers. These include Glenfarclas, 
Knockando, Balvenie and Duff- 
town from Speyside (see map) 
where the majority of malts are 
made; Laphroaig. Lagavulin and 
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* Distiller 
O Miles q 
Bowmore from Islay; Talis! 
from Skye; and Highland P; 
from the Orkneys. Some of 
finest malts, like Longmorn, 
made in such small quantities t 
they could never hope to gathe 
wide following. 

Being family-owned has + 
held the enterprising distilles 
back. Most have enlisted the si 
port of bigger groups to distrib 
their products at home < 
abroad. Most, too, have brou; 
in managers from outside to h 
them sell their whiskies m+ 
effectively. In America, so far ! 
third-biggest market and the ¢ 
likely to grow fastest (see chai 
Glenfiddich has its own distri! 
tion company. Glenmorangie 
distributed there by Schieffelir 
subsidiary of France’s Moet-H 
nessy. In Britain, Glenfiddi 
the market leader, and-Gle 
clas are both distributed 
brewers. 


Salute 


Oddly, more malt whisky 
drunk in Italy than any otl 
country, even Britain (see chaj 
Italians bought about 450,4 
cases of 5-year-old Glen Gn 
this year. It is second only 
popularity there to Ballantine 
Why? Largely because of Mr 4 
mando Giovanetti, a natu 
salesman, He began promot 
Glen Grant in the early 1% 
when even blended Scotch wa 
novelty to most Italians. As 
result, Glen Grant is now 
widely drunk in Italy as any of! 
premium whiskies that, in m 
other countries, have won a do 
inant share of the market. Hav 
pushed Glen Grant to the t 
Mr Giovanetti has since turr 
his hand to another brand, T 
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name when it was given legal protection. 
whiskies are made from the same ingredients— 
and water. To produce the alcohol, as with all 
x the sugar created from the starch is fermented 
ction of the yeasts, then boiled and distilled to 
from the water. Here’s how it’s done. 
d the barley over the “malting floors”, dampen it 
ake it germinate and so convert the starch to sugar. The 
germinated malt is then “peated”—ie, dried in large, pagoda- 
haped kilns over a slow, smoky fire made of the local peat. 
All malts taste different even though the way they are made 
and their ingredients) is the same. This is because ‘each type of 
peat has its own pong. Malts made on the Scottish islands tend 
ve:a peatier flavour than those made on the mainland. For 
nce, peat from a small island like Skye has a lot of phenol in 
oit, which gives a pungent, seaweed taste to the whisky produced 
there. Locals love it but first-timers say it’s a bit daunting. — 
Once dried, the malted barley is “topped. and tailed” ta 
remove the chaff, then ground and mixed with water to produce 


fermentation. You can tell from a sip, say ma 
particular spirit comes from. goa “ 

The mash is then heated in “mash tuns”, yeastadded, and the 
mixture fermented in enormous barrels called “backs” made of | 
pine or larch. From these comes a weak beer known as “wash”, 
This is then heated in copper stills which taper at the top to. 
capture the alcoholic fumes. pa 

Malt whisky is distilled twice, a distinction shared. 
Cognac and the best Calvados. In.Scotland, the liquid der 
from the first distillation is known as “low wines”, O; 
the second distillation is the spirit tested for proof in small glass. 
containers known as “safes”. These are placed (safely) in the 
charge of the local excise officer. 

The spirit is then put to mature in small oak casks which 
more arcane detail—by tradition have first been used to: sh’ 
sherry in. Only a few whisky distilleries, notably The Macallan 
still use old sherry casks, of which the best are supposed to bi 
those which have had dry oloroso sherry in them, oo 
Malt whisky emerges from the still at 70% alcohol—ie, very i 

strong indeed. It loses some strength (as well as 1% of its. 
volume a year) while maturing. Most malts are diluted to 
around 43%. One, Glenfarclas, is sold at 60%. Next step: wait 


ass 


“mash”. Each distillery has its own spring and jealously 


La Martiniquaise; a rum man- 
icturer, and sold virtually no- 
iere else..In 1984, according to 
ures compiled by the Interna- 
nal Wine & Spirit Record, 
en Turner sold 105,000 cases in 
selis:for. roughly the 
ne price as a premium blended 
dtch, whereas Glenfiddich, 


ich sold 60,000 cases in France 


ver, é 
en countries— 


land betwee 
rt duty-free shops, where 
its account for one out of ev- 


forid sales of bottled 
ingle-mailt whisky, 1984 
otal: 15m cases ; 


“spirit distributed in that size of 
pack. As aresult, even the sleepi- 
‘est of distillers have realised that 


malt whiskies offer, not just a 
safety net in hard times, but also 
a way to bumper profits. While 
price competition among blended 
Scotch is fierce, and profit mar- 
gins slim, the returns from malts 
are still fat. 

Malts also offer distillers the 
chance to-tap a younger market. 
A recent survey of British drink- 


ing habits done: for Glenmoran- 


gie shows that heavy ‘drinkers of 


blended whiskies tend to be 45 


and over; drinkers of malts, on 
the other hand, tend to come 
from a younger, though spread, 
age group between 25-55. In 
America, the third-biggest mar- 
ket for malt whisky after Italy 


Shipments of bottled 
single-mait whisky 
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eight years, better still, 12 if you can afford it, before breaking 


open a cask and drinking. 


and Britain, malts are catching on 
fast. In California, a state where 
new fads are forever being 
formed, more and more malt- 
whisky buffs are polishing their 
palates—in the hope- of distin- 
guishing between, say, Laph- 
roaig, and other malts that come 
from Islay. 

To cash in on malts’ growing 
popularity, distillers are dream- 
ing up new ways of promoting it. 
Tourists, especially those skiing 
at Aviemore in the Scottish high- 
lands, are encouraged to follow 
the “whisky trail” along Spey- 
side, where many of the distill- 
eries are grouped. The idea was 
sparked by Glenfarclas in 1973. It 
has welcomed 70,000 visitors to 
its distillery in 1985. 

However they sell it, malt- 


Exports of Scotch whisky 
Bottled blends 
Bulk blends 
800etOFecavceetanet?**tenees 
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whisky producers must be par 
distiller and part fortune’ teller 
Predicting the level of sales éigh 
years ahead—the time it’ 
takes to mature a malts nevi 
easy. In 1976, exports of bott 
malt whisky, at 403,000 
were just under a third what they 
are today. In 1996, they may have 
trebled, or they may have halved... 
Only a handful. of. distillers ‘sell. 
their whisky as ä single malt an 
can therefore keep their disti 
eries running all the year round 
the rest rely on bulk shipment 
for blending and, as a‘ result 
often have to close for severe 
months each year. Two years ago 
DCL mothballed 11 of its.40 or 
malt-whisky distilleries beca 
of falling demand. Drink up, they 
may yet re-open. : 


Source: Ha Customs 2°" 
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peculiar than a pantomime horse; Grimaldi meets a “nondescript” 
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ntomime 





ne smell of oranges and wee-wee 


: theatre has its own distinctive smells. 
‘kstage, the odour of nerves and 
asepaint mingles with the sawdust and 
ilsion of the scenery. In front of the 
tain, the audience gives off different 
its on different occasions; the first 
it at the opera might smell of cigars 
| expensive French perfume; the 
undlings at Shakespeare’s Globe re- 
edly stank of sweat and garlic. “Panto- 
©”, which is now primarily an enter- 
ient for children, “is the smell of 
nges and wee-wee.” This description 
} given by Arthur Askey, for many 
fs a pantomime dame, his nostrils 
ailed annually between mid-December 
| mid-February. 
‘antomime is the only theatrical tradi- 
t entirely developed in Britain. It 
fles visitors from abroad, but is as 
juently misunderstood, maligned and 
represented by the British, who are 
ined to see it as a minor national 
entricity, of marginal importance. 
Dh, no it isn’t, as the panto dame might 
in a shouting-match with the audi- 
‘e. Pantomime accounts for around a 
h of all live-theatre attendance in Brit- 
. for about a quarter of all employment 
ered to performers, and the revenue it 
terates often enables theatres to risk a 
we adventurous programme for the 
tof the year. It is the greatest theatri- 
melting-pot, mixing people from all 
inches of the performing arts. This 
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year’s “Cinderella” at the Palladium, for 
example, boasts three dames: the distin- 
guished actress, Dame Anna Neagle, as 
the good fairy, and Messrs Lambert and 
Ross, a club-circuit double-act making 
their London debut in the dame roles of 
the ugly sisters. Other members of the 
cast include ‘“‘straight’’ actors, musical 
performers, singers, dancers and comedi- 
ans. The Ugly Model Agency, which 
began life finding modelling work for 
ordinary to ordinarily plain clients, is now 
a theatrical agency with a wide variety of 
performers on its books; two dwarfs, a 
black actor and a mime artist have all 
found work in pantomime this year. 


Furry tales ; 
A seasonal industry flourishes around 
pantomime. Theatre-Zoo makes and 
hires animal costumes. The company can 
cater to most needs from its wide stock of 
“skins”, but, says an employee, “if any- 
body wants a particularly nice cow, we 
would make it to order.” After the season 
ends, the costumes are returned for clean- 
ing and (to revive a hoary old pun in line 
with the standard level of panto-humour) 
udder kinds of refurbishment. Charles 
Fox, a company specialising in theatrical 
make-up, stocks up in anticipation of the 
pantomime season; glitter, ultra-violet 
and luminous make-up are always in great 
demand at this time of year. 

John Morley summons up images of 


glitter in his mind’s eye. Eleven panto- 
mimes he has written will be performed in 
professional theatres this season; an as- 
tonishing 220 amateur shows, using 
scripts he publishes with Samuel French 
or the National Operatic Dramatic Asso- 
ciation, are in production in Britain and 
distant British outposts. Nostalgic expa- 
triates are busily reviving their childhood 
memories; 15 Morley-pantos in Austra- 
lia, a couple in New Zealand, one in 
Spain and even one in Botswana will fill 
British hearts with good cheer—and 
doubtless leave the locals perplexed. 

Modern pantomimes are drawn mostly 
from four or five popular tales: “Alad- 
din” and “Cinderella” vie for top place; 
other favourites are “Jack and the Bean- 
stalk”, “Dick Whittington” and ‘Mother 
Goose”. In each example, a young couple 
meet, fall in love, and are eventually 
united, despite the evil intervention of a 
baddie, often with magical powers, whose 
plots are foiled by a good fairy. The 
dame, usually the mother of the male 
lover (although in ‘‘Cinderella’’, the role 
is doubled to create her ugly sisters), is 
played by a man in women’s clothes. The 
male lover (known as the principal boy) is 
often played by a girl. 

Television performers became popular 
pantomime draws in the 1960s, often 
inserting large chunks of irrelevant mate- 
rial related only to their television ap- 
pearances. The trend continues, but 
scripts are shown a smidgeon of respect. 
Christmas shows sometimes replace the 
annual pantomime, but its popularity is 
unabated, particularly in Scotland, Wales 
and the north of England. 

Pantomime music has changed. Pop 





Areal man; Askey’s principal boy 
113 
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songs familiar to the young audience have 
replaced the musical numbers that held 
sway earlier this century. Lisa Maxwell, 
the princess in Birmingham's “Mother 
Goose”, says, “I am singing Bonnie Ty- 
ler’s ‘I'm Holding Out for a Hero’ instead 
of ‘Someday My Prince Will Come’ and I 
perform ‘Dancing in the Street’ with the 
principal boy—we are doing our David 
Bowie and Mick Jagger impressions.” 
Many people imagine these pantomimes 
are “traditional” and that the occasional 
male principal boy and gaudy pop song 
are deviations from the format estab- 
lished over centuries. 

What a load of rubbish, as the 
princess might say, as she unwit- 
tingly disposes of Aladdin's 
magic lamp. Pantomime is in its 
long, and apparently carefree, 
dotage. Its prime began nearly 
200 years ago and lasted during 
the performing life of the great- 
est pantomime clown, Joseph 
Grimaldi. The traditional for- 
mat was quite different; today’s 
pantos are extended versions of 
the first few scenes of the old 
performances, which depicted a 
young couple kept apart by 
force. Usually the girl's father or 
guardian was the impediment; 
often he would favour a differ- 
ent suitor. Thwarted in love, the 
couple would elope, aided by a 
benevolent fairy. 

As the angry parent seemed 
on the point of catching them, 
the amiable, motherly fairy 
would effect a transformation. 
The outer costumes, often pa- 
pier-maché “big heads”, were 
detached by pulling wires in the 
wings and the commedia dell’- 
arte-derived characters emerged: the girl 
became Columbine, the lover Harlequin, 
the father Pantaloon, the rival Dandy 
Lover, and the father’s servant Clown. 
Harlequin, armed with his magic bat—a 
slapstick—would escape with Columbine, 
rendered helpless in the penultimate 
“dark” scene when deprived of his bat, 
but saved and reunited with Columbine in 
the final scene by the good fairy. 


Masqued tales 

The first pantomimes appeared in Lon- 
don theatres in the 1720s. Many of the 
elements in the original shows had de- 


scended from the Jacobean court 
masques. Ben Jonson and Inigo Jones 
devised many of these. In the early 1600s, 
their collaboration produced elaborate 
transformations, the principal characters 
of the masque replaced by the creatures 
of the anti-masque, sometimes dressed in 
the commedia dell'arte costumes Inigo 
Jones had seen in Italy. 
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Although Oliver Cromwell suppressed 
public theatres, he enjoyed a good 
masque in private. With the restoration of 
Charles II, masques once more became a 
popular feature of court life, and were 
also performed by professional actors at 
London’s theatres. 

In 1702, French police ‘cleared fair- 
grounds near the gates of Paris, where 
illegal theatres had been performing com- 
media dell'arte entertainments. Several of 
these actors—the Alard brothers, Rich- 
ard Baxter, Louis Nivelon and Sorin— 
arrived in England, looking for work. 


Bold dragoon Grimaldi mocks military fashions 


Audiences were unable to understand the 
French-speaking actors, who met the 
challenge by miming scenes from the 
commedia set to music, which were 
known as “‘Italian night scenes”. 

In 1716, the dancing-master at Drury 
Lane theatre produced one ae these, 
“The Loves of Mars and Venus”, a “New 
Entertainment in Dancing after ‘be Man- 
ner of the Antient Pantomimes”’ (sic). 
This owed little to the Roman masked 
entertainments to which it referred, but 
much to the British traditions of court 
masques, Gradually the pantomime 
evolved, influenced by the innovations of 
John Rich, the dancer-manager at Lin- 
coln’s Inn Fields, who developed the role 
of Harlequin and probably invented the 
slapstick (its loud cracking noise was the 
signal for the scenic transformations). 

Unlike the tame, cosy pantomimes of 
the twentieth century, the original panto- 
mimes were satirical, even anarchic. Just 
as John Rich popularised the role of 


Harlequin, Joseph Grimaldi enhanc 
and developed the role of Clown, maki 
it, by 1815, the central focus of t 
harlequinade—the name given to all t 
scenes occurring after the trausformatic 


The monkey’s tale 
Grimaldi was, perhaps, the arche 
manic-depressive clown. “I’m Grim 
day, but I make them laugh at night,” 
used to say. His adult life was sto 
riddled with difficulties and illness. F 
childhood had been hard. His fath 
Giuseppe “Iron Legs” Grimaldi, was t 
ballet-master at Drury Lane a 
in Joseph’s memoirs, one 
dent sums up his early appr 
ticeship to the stage: 
He [Joseph] had to accomp: 
the clown [his father] through 
the piece .. . the clown used 
lead him by a chain attached te 
waist, and with this chain 


Joseph Grimaldi’s clown was 
thief and a cheat. In an era 


Industrial Revolution, and 
insane king, George III, ; 
placed by a lascivious, sper 
thrift one, George IV, all cc 
tributed to create 
atmosphere of insecurity, witl 
consequent devotion to mater 
possessions, Clown frolick 
stuffing his pockets—and 
cheeks—with stolen goods. 


burlesqued the foppish uniforms öt 


military with his own makeshift creatio: 
pulled fun at fashions and made w 
comments on contemporary events. | 
would also, on occasion, don wome 
clothes, an early example of transvesti: 
in pantomimes. 

Grimaldi left the stage in 1823. F 
absence contributed to the decline 
pantomime, which, during Victori 
times, became diluted with the ingre 
ents of burlesque/extravaganza and mu: 
hall. Pantomimes lost their satiric edg 
but became more spectacular. The ope 
ing scenes were expanded, the harlequi 
ade proportionally diminished, becoms 
by the end of the nineteenth century li 
more than a knockabout romp, known 
the “spill and pelt”. One of the strang 
national economies, at the outbreak 
the second world war, was to do aw 
with the harlequinade altogether. 

The development of the dame help 








rement. As the opening se- 
nce became more important, 

too, did this comic role, 
ich has been taken by many 
nedians: Dan Leno, Arthur 
key, Billy Dainty and, now, 
i Dawson, to name but a few. 


:, the sting in the tale? 
inions about the meaning of 
i sexual role reyersal vary. 
er Lambert and Willie Ross, 
o will play the ugly sisters in 
inderella” for their third 
ir, originally resisted the 
a: “You often get guys who 
a little bit ‘that way’ playing 
dame. We play it differently, 
rough it’s difficult to be 
aight with a frock on. When a fellow 
s a frock on, it’s funny—it’s really 
jggerated—the old battle-axe sort of 
ng.” Their ugly sisters are vain, sexual- 
rapacious and cruel. This is a typical 
erpretation of the dame, although 
‘ttier dames, such as the drag-artiste 
nny La Rue’s various incarnations of 
: part, have also found favour. 
Lisa Maxwell, like many other people, 
plays a pragmatic approach to the 
estion, “Why is the dame a man?”. She 
lieves that only a man could get away 
th the smutty jokes associated with the 
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All change! Leno as dame, Miss Leighton as principal boy 


dame. Others look deeper, seeing in the 
extreme caricature of a middle-aged 
woman an expression of male hostility 
and fear—the same antipathy that under- 
lies mother-in-law jokes. 

This view gains credibility when the 
history of the principal boy is considered. 
Although “breeches” roles had been seen 
on the stage for many years, the principal 
boy was accepted as late as the 1830s; in 
the early part of that decade, almost half 
the labour force was under 21, and more 
than half the adults employed were wom- 
en. The principal boy, it would seem, is a 


fantasy-interpretation of a wom- 
an whose earning power equals 
that of a man. The chance to see 
a scantily-clad female in respect- 
able surroundings contributed 
to the appeal of the role; the 
first actresses to take it were 
prepubescent but more mature 
women later took the part. Nev- 
ertheless, when the transforma- 
tion scene occurred, the princi- 
pal boy was always replaced by a 
male Harlequin—no woman 
was allowed to take possession 
of the slapstick. 

Harlequin’s bat had magical 
properties, transformed things, 
and was given to him by a mater- 
nal fairy—it represented power. 
Deprived of the slapstick, Harlequin fell 
prey to his enemies, reduced to impo- 
tence. At the end of the pantomime, he 
would win back both his bat and his 
girlfriend. With any modern play, theatre 
critics would have a field-day interpreting 
this phallic imagery. 

Now, of course, pantomime is for the 
children—or so their parents claim. Prin- 
cipal boys still slap their padded thighs in 
imitation of butch masculinity, dames still 
parade their outrageous wardrobes, and 
good, clean, family fun is had by all. Oh, 
yes it is! Oh, no it isn’t! 

Books Plus continues overeat 





— 4 major regional encyclopedias 


The Cambridge Encyclopedia of 
Latin America and the 


Caribbean 


Edited by SIMON COLLIER, HAROLD 
BLAKEMORE and THOMAS E. SKIDMORE 


' a splendid achievement, a triumph of 
condensation, well-written, edited and illustrated. 


Africa 


The Cambridge Encyclopedia of 


Edited by ROLAND OLIVER 
and MICHAEL CROWDER 


500 pp. 


‘There is really no other work on the market at present that is so 
comprehensive and useful as this handsome publication.” 


Choice 
0521230969 £22.50net $39.50 


The Cambridge Encyclopedia of 





This encyclopedia breaks new ground ... an essential 
work of reference for anyone studying, living in or 
doing business with Latin America and the Caribbean. 
It is also compulsive reading, full of fascinating 
information about this rich but neglected 


continent.’ The Geographical Magazine 
456 pp. 0521262631 &25.00net $39.50 


In North America order from: Cambridge University Press, 32 East 
57th Street, New York NY10022. 

Call toll free 1-800-441-1580 (outside NY and Canada ) Mastercard 
and Visa accepted. 


Rees Cambridge Universi 


The Edinburgh Building, Shaftesbury Road, Cambridge CB2 2RU, England 





Russia and the Soviet Union 
Edited by ARCHIE BROWN, JOHN FENNELL, 
MICHAEL KASER and H. T. WILLETTS 


‘a first-class encyclopedia, an excellent introduction to Russia 
and the Soviet Union — to the land, its people, its political and 
social systems, and to its art, science and culture in all their 
variety.’ The Times Literary Supplement 


492 pp 0521231698 &22.50net $39.50 


The Cambridge Encyclopedia of 
China 
Edited by BRIAN HOOK 


* abundantly and beautifully illustrated with many color and 
black-and-white photographs, maps and drawings.’ 

American Reference Books Annual 
0521230993 &22.50net $39.50 


ty Press 


492 pp. 
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-Seventy-five cl of amusing presumption 


In the beginning were the wine mer- 
chants, Redding, Tovey, Shaw, and 
splendid books. they wrote, too; pun- 





























torian men of commerce. Then came 
George Saintsbury and the gentlemen 
wine bores, the followers lacking the 
masters’ enthusiasm and breadth of in- 
,, terests. Today’s avalanche of wine litera- 

. ture is necessarily less easy to categorise, 
but fortunately there is one throwback: 
‘Anatomy of the Wine Trade, by Simon 
‘Loftus (Sidgwick & Jackson, £10,95/ 
‘paperback, £5.95), one of Britain’s best 
wine merchants, is worthy of its Victori- 
‘an predecessors. In years to come, any- 
body wanting to understand the flavour 
of the wine. business today will start with 
_Mr Loftus’s vignettes, mostly of friends 
neountered in his professional wander- 
| ings. The scope is wide, unlike the days 

only a generation ago when: “Nobody 

| ever went near the vineyards, except to 

have a- good lunch with the négociants.” 
-By contrast, Mr Loftus in Gascony finds: 
~ “the pursuit of wine is rewarded, once 
again, by the discovery of a landscape 
_and.its people.” These people include 
wine makers, merchants, the great wine 
| writer, Eddie Penning-Rowsell, and 

even auctioneers—his account of the 
tension surrounding Christie’s wine auc- 
tions is a particularly fine piece of comic 
reporting. He belongs to. anew class of 
wine merchants, their creed summed up 
by his friend, Richard Tanner: “Super- 
markets. and hypermarkets will intro- 
duce more and more people to wine, A 
percentage will. become interested and 
will be open to the idea of going to a 
specialist, some becoming real connois- 
seurs. And the good specialist will attract 
these people.” 

The core of distinguished wine writing 
remains English, but the bouquet goes to 
Colonel Bonal’s authoritative Le Livre 
d'Or du Champagne (Editions du 
Grand-Pont, Lausanne, FFr750). As a 
former director of the professional body 
of merchants and growers, he underplays 
the role and relationships of the individ- 
ual merchants. But he has provided a 
. good account of the invention of cham- 


















(he pioneered the blending of different 
wines, but it was the English who discov- 
ered the: fizz produced by the second 
fermentation in.bottle), 








rather than historians, who have un- 
“corked the study of wine—a discipline 
-pioneered by Henri Enjalbert, who died 
Shortly after completing a study of the 
“wines of Pomerol and St Emilion—and 


gent, lively, with the easy style of Vic- ~ 


pagne and the real-role of Dom Pérignon _ 


In France, it has been geographers; 


in Britain, too, the historians have not 


grasped the many opportunities offered 
by the subject. In the first chapters of 
Wine for Sale: Victoria Wine. and the 
Liquor Trade 1860-1984 (Batsford, 
£14.95), Asa Briggs shows what an inter- 
esting study he could have written on 
that neglected tangle of socio-commer- 
cial-political history, the Victorians and 


the drinks business ‘(Brian Harrison’s 


standard work, “Drink and the Victori 


ans”, concentrates on the temperance 
` movement). But Lord Briggs is soon 


forced down to the nitty-gritty of price 
lists and the detailed corporate history of 
the Victoria Wine company. 

Inevitably, most of the works on offer 
are neither academic nor social. They 
are produced to inform, combining 
masses of information and more or less 
relevant personal opinions. None of his 
imitators has provided a serious chal- 
lenge to Hugh Johnson, number one for 
more than a decade and still running 
fast. The new editions of both his stan- 
dard works, The World Atlas of Wine: A 
Complete Guide to the Wines and Spirits 
of the World and the Pocket Wine Book 
(Mitchell Beazley, £22.50 and £4.95 re- 
spectively), show how fast. Mr Johnson 
described his first pocket book as a 
typical “exercise in crowding angels on a 
pinhead”. Experience, he says: “has 
taught me how to get angels to stand on 
other angels’ shoulders.” 

The pocket book is a model ‘of com- 
pact information. The atlas provided a 
new dimension to the knowledge. of 
wine—to understand Burgundy all any- 






























Bulgaria (far more fashionable now than 
eight years:ago). 

Atlases can show the exact point on 
the map that alone produces fine wines. 
Historians and geographers can explain 
who made and sold the wines, but words 
have always been inadequate to describe 
the sensation of drinking them. Enter 
Jean Lenoir, a Burgundian oenologist 
who, for the past four years, has been 
assembling a do-it-yourself’ kit of the 
major aromas- connected with, wine. 
Finding. reliable, stable supplies of the 
aromas was a nightmare, but the result is: 
a revolution in wine-tasting. His cocktail 
of a book, Le Nez du Vin (Jean Lenoir 
BP, FFr1,200), consists of notes onthe 
54-aromas he has isolated, from acacia to 
vanilla, together with small phials for 
test purposes. They: forma challenge to 
pretentious wine’ bibbers ~~ 
convinced that they can dis- 
tinguish between, say, green 
pepper and violets. It seems 
as original a-work as the wine 
atlas once appeared, The at- 
las was, and remains, a well... 











is work: by = 
je left out” 
Olympian ambrosia. We 
shall never know if it really 
tasted like Hymettus honey. 
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UNIVERSITY DEGREE 


iar ote eg ute Sa pen oe 


anin recognized 
Industry, We will assist you in completing degree 
wut formal ciassa or seminare a your oh paoa ae me, 


lating International Prep School is a ecveducational American boarding school 


n Europe's most beautiful city. The school program includes grades 8 through 12 © 
ages 14 10.18). A Post Graduate program as well as summer language courses are 


iso: ‘available. The school maintains the highest academic standards in preparing 
< Students for entry to American universities. Numerous advanced placement 
res available, School program includes extensive travel, skiing, sports and 
cultural excursions. 


Moasstrasse 106, ELJ | f vet 662) 84.4485 &846511 
solo Salrbarg, AUSTRIA t Telex 632476 sainta. 


SRADUATE SCHOOL OF MANAGEMENT 


THE ADVANCED 
EXECUTIVE PROGRAM 


PROGRAM DIRECTOR: WILLIAM G. OUCHI 
JULY 13-25, 1986 


‘he Graduate School of Management at UCLA presents a two- 
reek residential program for executives having major responsi- 
s for initiating strategies for a major business unit or 
orporation. The program, featuring an internationally distin- 
uished faculty, consists of four integrated components: 
‘Analyzing and formulating a competitive strategy 
Designing an effective organization’ that is consistent with its 
strategy 
Implementing strategy in the functional areas of the organiza- 
tion with emphasis on finance, marketing, and manufacturing 
Understanding forces external to the organization that bear on 
dts strategic direction > 


Por further information’ please contact: 
Dr. Victor Tabbush, Associate Dean ` 
UCLA Graduat hool of Management. 


The MBA for International Executives 


Fordham University, New York, 
now offer their MBA Program in Europe 
in assaciation with. the Irish Management Institute 


SPECIAL FEATURES 
@ Content relates to international busi 
@ Accredited by American Assembly of 
Collegiate Schools of Business (AACS 
E Program time in Ireland is five summer 
months in two successive years ~~ 


_@ Small select international group of 


experienced executives 


It commences on 24 April, 1986 


Information from MBA Program Director, 
Trish Management Institute, National Management Centre, 
Sandyford Road, Dublin 16, Ireland. 
Telephone 353-L-983911 _— Telex Ireland 30325 


LAHORE GRADUATE SCHOOL | 
OF BUSINESS ADMINIST 
LGSBA is a school of the Lahore University of Management 

Sciences - a new private university with charter granted by the 
Government of Pakistan. : 
The MBA programme will commence in September, 1986. 
Applications are invited, 
for appointments at all levels: 


© Professors @ Associate Professors @ Assistant Professors 


e Aacaunäni @ Econometrics. 


Applicants should possess relevant academic’ qualifications and 
a proven research and/or teaching record. 5 


Competitive salaries and fringe benefits 
Range: Rs. 8000 — Rs. 25000 p.m. gross. . 
Working environment is highly professional with. 
private consultancy and research, 
Please send yous applications and curriculum vi 
by 25th January 1986, to: 


The Director, Lahore Graduate Schoo 
Administration, 103-C-2, Gulberg, m, 









= The Fishery Economics Research Unit of the Sea 
= Fish Industry Authority has a vacancy for an econo- 
. mist with a strong quantitative background, to join a 

small team working on a variety of industry prob- 
lems s.is a new position with responsibility for 
g economic models and undertaking fore- 
udies and demand analysis for use by the 
A he Industry. 

naing appointment will probably possess an ap- 
< propriate second degree with at least five years’ 

relevant experience. 


~The post is based in Edinbur: rgh and starting salary 
will be in the range £13,500 to £14,500. 


oe, hye forms are available from the Person- 
nel Officer, Sea Fish Industry Authority, Sea Fisher- 










plicants for this chal- 












(Tel: 031-225 2515) to whom they should be re- 
umed by 10 January 1986. 


THE W CITY 
UNIVERSITY 


— THE CITY UNIVERSITY BUSINESS SCHOOL 


_ Price Waterhouse 
Chair in 
“Corporate Finance 


Applications are invited for the post of Price Waterhouse 
Professor in Corporate Finance in the City University 
Business School (CUBS). The successful candidate will 
be invited to commence as soon as possible. Tenure may 
be offered to a suitable candidate. 
Encouragement will be given to participate across the 
range of financial and accounting interests of CUBS - 
which include both undergraduate and MBA teaching 
programmes. 
Applicants should hold a relevant first or higher degree 
. and be distinguished in either the practice or the theory 
of corporate finance having a command of both. 
A professional qualification would be an advantage. The 
- School is interested parficalorty inappointing a candidate 
with interests across the spectrum of financial manage- 
i di iership, treasury management 
rporate finance: The candidate's perspective 
marily be that of the corporation rather than 
that of the financial institution supplying capital. 
; ll be on. the professorial. range, minimum 
18,070 (unde review) plus £1,297 per annum London 
















d further details may be obtained 
na ihe. Academic | pon Saure 1a Office, The. ciy, 






les House, 10 Young Street, Edinburgh EH2 4JQ 



























IMMEDIATE VACANCIES IN SCANDINAVIAN Dam 3 
LAWYER 
Neg. Salary 


A qualified Finnisty speaking lawyer with knowledge of mn 
American, Finnish and Swedish Financial Law required for legal 
drafting. Knowledge of Swedish a sisting advantage. 


EQUITY SALES/ RADING 




















ence in the local economic scene an coverage 
ed coupled with Intemational Eguiies experienc 
of Swedish essential. 






THORN EMI, BRITISH _ 
PETROLEUM and TIMKIN 
POSTDOCTORAL 
FELLOWSHIPS 


forthe 


INSEAD MANAGEMENT oF 
TECHNOLOGY & 
INNOVATION RESEARCH 

PROGRAM 


Academie Position: z 
Postdoctoral research fellow; a one to two-year research 
appointment (extendable). The research must fit within the 
scope of INSEAD’s Management of Technology and Innova- 
tion Programme, The current portfolio of projects includes: 
research on innovation in large firms, technology partner: 
ships, competitive.use of technical standards, internation- 
alisation of manufacturing technology, internationalisation < 
of R&D management, ete. >, vie 

Academic Qualifications: i 

Candidates should have'a PHD, in business administration 
or engineering management: focused on an area related to 
management of technology-management of innovation. - 


Salary and Support: $ 
Annual salary FF19 FF220,000 according to age and 
experience. Living all ce arrangements: and fe bl 
travel expenditure can be provided. 

To Apply: oe 
Send curriculum vitae, copy of recent’ publications and/or 
doctoral thesis, statement of research intent to: 

Martine VAN DEN POEL : 

Administrative Director ; 

Technology and Innovation Programme ves 

INSEAD z 

Room E, Boulevard de Constance. 

F-77305 Fontainebleau, Cedex, France. 


Application Deadline: ee 
1 ey 1986. oe 
























“ANALYSE YOUR FUTURE WITH US 


We are one of the leading International Insurance Groups with extensive Broking interests 
throughout, the world, We are seeking people between the ages of 22/28 to fill the foll owing 
vacancies 


Analyst Analyst/Planning Analyst/ © 
Consultant Assistant Programmer 


To become involved in financial examin eand, C ` This seai rahirli cage involves the 


irements pe dhe design, 
" framing and support of the 
:Ș management and insurance. noes implemented 
; nce in applying 
| $ techniques for cash flow 
¿E analysis, some statistical > position 
ury Busi ess Flat analysis, and use of a Personal of user contact, ct, both hyi the 

4 cE Computer. audio visual, for internaluse in Group and with clients 
ley S London) | X and externally for 
: eno ness development. ` 


| If you have an Economics/Business Studies degree or similar and are a person who 
enjoys er | in a tearm and liaising with people at all levels, you may be the person we 
are looking for: 
We offer an attractive benefits package along with a competitive salary. 


Why not contact us for an application form on: 01-481 3413. 


CONFERENCE 


UNIVERSITY OF SURREY 


SURREY ENERGY ECONOMICS CENTRE 
ANNOUNCE 
A MAJOR INTERNATIONAL ENERGY ECONOMICS CONFERENCE 


ENERGY DEMAND: PROSPECTS AND 
10-11 April 1986 


Speakers: Panel: 


“ Oliies of the Oren Reem E-1A Mr Pierre Desprairies Professor Richard Eden 
100 Galli Orive Mr David Jones Rt Hon David Howell 
Wevete, CA 94047 (415) 382-1600 Mr Robert Mabre Mr Tony Meyrick 
|. Professor Peter Odell Mr Michael Parker 
Mr Peter Pearson Dr Paul Stevens 

Mr John Rhys 

Professor Colin Robinson 
Mr Bram Roza 

Professor James Sweeney 


Brochures from: Mrs J. Pollard, BIEL, University of S Surrey, Guildford, — | 


li CUZ SXH, E: 
3 es eb and Wa “levels receive Advanced as coo ner ace 
e Emmy jemey, May, September. 
o scacaticnal Liberal Arts University College serving the international 
ey: BUSINESS OPPORTUNITY 
BA degrés oy minjoni; Business Administration; Computer Science, vi 
Ro Arkon ot ar Bra nua a aS USA—UNIQUE OPPORTUNI 


Established successful company seeks additi 
Programs and Electives, Including: Pre-Engineering; revolutionary technological brea’ hint 


bi lic Administration: Art“ “Dance; Music; Photography: PS prominent niversity 
H ences; Languages; a ry: English; Philosophy, Psy- xceptionally high an 
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terms „Stockwell. | 5, litre 
i Devon, England. {Esta iy 


| HOTEL NUMBER EIGHT 


; eaa "yng 


Single bedroom £33 in 
: ie Dubie or Twin £40 ie vat 
_ |" sumptuous buffet br breaktast * col- 


Telephone 01-3707516 


James R. LymBurner 
& Sons Limited 


Economic Advisors 


naged Commodity Accounts 

MINIMUM INVESTMENT 
US $35,000 

Contact: James R. Reed 
SE 


soa 
AP ei Cal if 92663 
Tel; need 2434 “thru 11/30/85 


[EMIGRATION TO | 


Permanent. faecal status can be 
available tor. who are 
willing to work anc hw investir inthe UK. 
We provide a ‘and profes- 
sional service for such clients. 


DAVID GARRICK 
cscs 39 Queen Anne Street, 





(416) 862- 0595 


HANDWRITING ANALYSIS “a 
enaere Examinerot Forged i 
Also S Assessment. | ° 


ove Ce London NWS SAH, |_| ahot (037 284) 3:1. Telex 


"| | AUTHORS WANED BY 
_NEW YORK PUBISHER 


US IMMIGRATION 


i, E P. ' si 
dani habe 


Suit 1-2 persons: Brochure by airmail, 
aati tr Apartments 
': iget 1-504 4123. ra 


SWITZERLAND 


LAKE GENEVA or MOUNTAIN RESORTS 


Foreigners can buy lovely apartn oe 
MONTREUX, VILLARS, VE Les RETS, CHA EAU D'OEX N 
GSTAAD, LEYSIN. Prices fram SFA 123,000. Mortgages up to 63% at 61% interest, 


Tel. (1) 2235 12 
(21) 20 89 97 
Tix, 25185 majs ch 


Av, Mon-Repos 24 
CH-10005 Lasuanne 
Switzerland 


GLOBE PLAN SAL 
Visits welcomed 
also weekends: - 


inchesterL 

System performance: 
July 1,1980 U.S.$100, 000 
June 30, 1985 U.S.$579,110 


Learn more about this interesting investment opportunity, ask 
fora FREE ‘brochure and please include your telephone number 
4 ni nvestment: U.S. $.10;0 


Restricted in Belgiam & UK 





NDIA 


A STATISTICAL OUTLINE 


Fifth Edition = Revised and Enlarged 





This January, February and March, First Class passengers on 
Kani no Suimono (crab soup), Ise Ebi Salad (lobster salad) 


our nonstop flights from Tokyo to Singapore will enjoy a menu inc 
and Nadaman Managatsuo Yakimono (grilled pomtret) 


, prepared to 


ONLY TWO PLACES IN 
THE WORLD SERVE 
NADAMAN MANAGATSUO YAKIMONO. 





{ exclusively for Singapore Airlines by Nadaman of Tokyo. Accompanied, as always, by such pleasant diversions as Dom $, 
on, Malossol Caviar and Hennessy X.O., served by our gentle hostesses in their sarong kebayas. SINGAPORE AIRLINES 


NADAMAN, AND 
ONE OF THE FINEST RESTAURANTS | nma SINGAPORE AIRLINES 
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Let your copying capabilities soar with 
781 enlargements and reductions. 


With each of the Minolta zoom copier family, you get the 
choice of 78] individually-selectable zoom ratios between 
1.420X and 0.640X with which to enlarge or reduce the 
image area of your original to the exact size you require 

Zoom enlargement/reduction gives you complete control 
over copying. No longer are you limited to just a few choices 
that restrict the size of the copies that you can make. Think 
of the possibilities! These versatile PPCs will let you “blow 
up” fine-lined engineering drawings so that you can obtain 
only the detailed area that you require. Or you can reduce 


oversized originals to common filing or facsimile transmission 


sizes, easily and quickly. There's virtually no limit to the uses 


And to help you even more, the Minolta EP450Z, EP550; 
and EP650Z provide Automatic Magnification Selection ar 
Automatic Paper Size Selection, too. These help vou speed 
through the most difficult copying jobs with confidence ane 
ease. And help eliminate the possibility of making mistake’ 
too! Plus all Minolta zoom PPCs feature the Minolta Micro- 
Toning System: advanced copier electronics insure you 
obtain optimum copy quality from even the most difficult-te 
copy originals. 

The Minolta zoom copier family. Each lets your copying 
capabilities soar with 781 enlargements and reductions. 
Which one’s right for your office needs? 


you can make of their zoom enlargement/ reduction function! 





EP3502 witn Sorter S-1001 t Feeder ADF-11 EP550Z 
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Copy Speed 15 copies/min (A4) 
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EP6S02Z with Automatic Document Feeder ADF 
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Copy Speed. 46 copies/min 
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Hong Kong ae refine bg Ud. 67-71 Chatham Rood South, G/F Oriental Centre, Kowloon Singapore Minolta amos (PTE) Ltd. 10, Tebon Garces Crescent, Singapore 2260 
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LETTERS 


Israel 


SitR—In your leader “The peace 
chance of 1986" (December 
2ist), you refer to “the central 
issue of Israel's right to exist’. If 
this has indeed become “the cen- 
tral issue”, it is by virtue of ritual 
repetition rather than rational 
analysis. Those who favour the 
status quo readily cite the Pales- 
tine Liberation Organisation's re- 
fusal to recognise explicitly ‘‘Isra- 
el's right to exist” as sufficient 
grounds for avoiding talks. The 
western press rarely questions 
this evasion, The phrase itself has 
thus become a major obstacle to 
peace. 

The word “right” has unavoid- 
able moral connotations. Few 
would argue today that the Zion- 
ist settlers of Palestine or the 
European settlers of North 
America, South Africa and Aus- 
tralasia had any moral “right” to 
conquer and colonise the lands of 
their choice and to dispossess, 
disperse and, to varying degrees, 
destroy the indigenous popu- 
lations. 

Such things happen. But there 
is a profound distinction between 
asking the dispossessed to ac- 
knowledge the new reality as a 
fact and demanding that they 
acknowledge the “rigatness” of 
it. At issue is an avowal by the 
losers that they were not just 
outgunned but inherently unwor- 
thy of basic human rights: in 
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RAW MATERIALS 


This publication forecasts production, 
consumption, stock changes and 
dollar price movements for 21 
industrial raw materials in 1986. Each 
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effect, somehow less than fully 
human. 

Further, formal recognition is 
the sole significant card in the 
Palestinians’ hand. Their only 
strength is a moral one: the ac- 
ceptance by most of the world 
that the continuing dispossession 
and dispersal of the Palestinian 
people, often justified in western 
minds in the context of restitution 
for grave injustices inflicted on 
Jewish Europeans by Christian 
Europeans, are grave injustices 
in their own right, arguably the 
gravest inflicted on one people by 
another since the second world 
war. From this acceptance flows 
the widespread non-recognition 
of Israel by non-western nations 
that have themselves experienced 
colonisation. 

It is unrealistic to expect the 
Palestinians to yield what little 
leverage they possess before ne- 
gotiations even begin. It is 
counter-productive to the cause 
of peace to demand from the 
Palestinians the one thing they 
cannot give. “Right” is the wrong 
word here. On a human level, 
talking constitutes mutual recog- 
nition. Let's get started. 


Paris Joun V. WHITBECK 





Hongkong 


SiR—The one thing China fears 
most regarding Hongkong is the 
flight of talent and money from 
the place so that by 1997 Hong- 
kong cannot function as efficient- 
ly as it does now and cannot earn 
as much money. 

Even at this late stage, if Brit- 
ain does really want to protect 
the people of Hongkong, as you 
state in your article “Educating 
Hongkong” (December 14th), it 
can do so by threatening China 
with such a flight. But with Brit- 
ain unwilling to take in any more 
“coloured immigrants’, even 
though they might be hard-work- 
ing, talented and rich, and with 
Britain unwilling to lose out on 
any potential China trade, even 
though to date that is still a 
dream rather than a reality, the 
Hongkong people are doomed to 
lose their freedom, 


Singapore 


Student politics 
SIR—Your account of Accuracy 
in Academia (December 7th) 
claims that I have endorsed that 
organisation. 

I have not. I have said I do not 


R. P. NG 





fear AIA, nor should any compe- 
tent and honest academic. Teach- 
ing is a form of publication, and 
the AIA newsletter should be no 
more intimidating than a book 
review. If AIA reports accurately 
and even-handed ly, the academy 
cannot suffer. If it is ideologically 
biased or inaccurate, it will quick- 
ly discredit itself. 

It was amusing to see joined to 
the false charge that I endorsed 
the AIA the claim that I am an 
“arch-conservative”. My support 
of racial integration at the Uni- 
versity of Texas in the 1950s was 
monitored and condemned by 
the John Birch Society. My pub- 
lic opposition to the death penal- 
ty began 30 years ago when I led 
the fight for its abolition in Tex- 
as, an Opposition I have contin- 
ued in Massachusetts. I support a 
variety of federal social initia- 
tives, including federally funded 
early-education and day-care, 
and a fund that would allow every 
qualified student in America to 
attend any college to which he 
was admitted, and a greatly ex- 
panded federal programme to en- 
sure that pregnant women and 
pre-school children receive es- 
sential nutrition. 

Your correspondent’s odd def- 
inition of me as an “‘arch-conser- 
vative” cannot be based on this 
record. I suspect it is based on my 
opposition to Soviet imperialism. 
In this, | am an arch-conservative 
of the school of Harry Truman 
and John Kennedy. 


Boston, Jonn R. SILBER 
Massachusetts Boston University 


Cosmetics 


SIR—Being actively involved in 
the Japanese cosmetic market, 1 
cannot let your article “Cosmetic 
measures” (November 30th) 
pass. It is a distortion to say that 
foreign cosmetic firms, implying 
importers, hold 16% of the mar- 
ket. The majority of these so- 
called foreign brands are in fact 
locally manufactured and so com- 
pete on the same basis as Japa- 
nese domestic brands. Cosmetics 
made overseas and imported into 
Japan account for only 5% of the 
market. Sales in this category 
increased by only 1% year-on- 
year to 1984 in a market which 
itself only grew 1.4%. 
Nevertheless, the really suc- 
cessful brands experiencing dou- 
ble digit growth (Chanel, Clini- 
ue, Estée Lauder, and Parfums 
hristian Dior to name the lead- 
ers) are all high prestige, premi- 
um-priced imported brands. Such 
success begs the question of the 
action programme for market- 
opening and its effect. To say that 
the effects of an action plan an- 
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nounced in July, which anywa 
has a rolling implementation 
have already been felt as you 
and some Japanese businessme’ 
do, is premature. New rules an 
new standards, let alone the de 
tails of formulae registration 
have yet to be drawn up, and # 
remains to be seen over severe 
years whether this will furthe 
benefit the handful of successfu 
brands and also lift the rest of th: 





industry out of its presen 
doldrums. 
Tokyo J. R. B. Stow 
Coyotes 


SIR—I can no longer tolerate th. 
exchange of ignorance which # 
occurring in your pages regarding 
coyotes (“The wrong scent”, Nos 
vember 16th, and Mr Jame 
Buckley's letter, Decemba 

20th). 

As Mr Buckley observed, the 
coyote is not native to the easter# 
states. Its sudden appearance im 
these parts should not, however 





be considered “a tribute to the) 
wiliness and adaptability” of the 
coyote in extending its range. 
Rather, as is common knowledge) 
in the South, the coyote’s firs# 





appearance in the East cam 
about when fox and racc 
hunters, wishing a new, f 
animal to chase for sport, trapped 
coyotes in the West and releasea# 
them in Florida. That they are 
now a nuisance to the same foxi 
hunters is only fair. 


New York James L. PAuL 


Our coyote per econ | 
writes: The eastern and weste 
coyotes are two distinct sub-spe- 
cies of canis latrans and use com- 
pletely different habitats. The 
eastern coyote existed when the 
Pilgrims arrived, in the view of 
many naturalists. It was bounty- 
hunted in the early nineteenth 
century and was indeed driven 
out by deforestation. It prefers 
woodland cover, particularly 
when it is mixed with farmland, 
unlike the western variety, which 
is a creature of the wide open 
spaces, 
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l Commonwealth Secretariat 


DIRECTOR 
TECHNICAL ASSISTANCE DIVISION 


ApfNications are invited for the post of Director of the 


_ General Technical Assistance Division which is an integral 


and important part of the Commonwealth Fund for 
operation (CFTC) and provides profession- 

. technical skills in response to requests 

for such assistance from Commonwealth developing coun- 

tries. The Division has 20 staff and oversees 200 long-term 

‘experts and annually some 50 short-term projects and 

consultancies in the field. It also executes projects funded 
other agencies. 


sible to the Managing Director _ 
lem tation, management and con-— 


es of the: Division, which 
cover some 40% of the Fun s total budget. Duties include 
‘ormulating forward programme profiles for the Division; 

‘appraising programme performance; assessing requests for 

“technical assistance from Commonwealth. inter-govern- 

mental organisations and institutions; the implementation, 

‘monitoring and evaluation of approved projects; negotiat- 
ing and concluding consultancy contracts. 


I tizens of Commonwealth 

should have an appropriate postgraduate quali- 

fication, good knowledge of developmental issues and 
administration, plus a demonstrated competence in initiat- 
ing, planning, and executing technical assistance pro- 
mes and in managing staff. The person in this post 

| d be familiar with the programmes and the gues 


po! 
three years. Salary in th range of £23,088-£27,084 (gross) 
"per annum plus for a British appointee 12}% of salary as 
nhancement allowance, and for an overseas appointee, 
patriation and other allowances: 


Applications, giving full details of qualifications and experi- 
` cence, together with the. names and addresses of three 
- referees, should be sent by 14 February 1986 to: 


a Recrui it en t Sectio m 
: Marlborough House; Pall Mall, London SW1Y SHX 


Government of Papua New Guinea 
department of minerals and energy 
geological survey division. 


Senior Hydrogeologist (S03) 


A challenging position offering the opportunity to tackle a wide variety of hydrogeologi- 
cal problems throughout Papua New Guinea. 


“DUTIES 


Undertake hydrogeological gurveys and investigations and provide advice on nie 
development and conservation, Develop and maintain the National Groundwater 
m and assist in evaluation of ‘groundwater projects and surveys. Tr ‘cont nr 


village water supplies. 
QUALIFICATIONS 


A university degree in applied geology and/or engineering hydrology. Po a ' 
qualifications desirable. Experience in groundwater investigations, wall construction 
development and testing. 


Principal Economic Geolog! 
(S04) ees 


The key post in the mineral resources assessment group which calls on a candidate 
with a geoscientific background and administrative capabilities. 


DUTIES 


Plan and direct regional metalloyenic mapping and mineral exploration projects, and be 
responsible for the scientific integrity of resuhing published maps and reports, This 
involves both financial and scientitic control of a semi-autonomous specia mapping! 


exploration team. 
QUALIFICATIONS 


Science degree majoring in geology with considerable practical experience in economic 


: geology. A higher degree in science and some administrative experience proterred 


Senior Economic Geologist (S03) 


A rewarding position offering a wide range. of tasks associated. with mineral Sapen 
mapping/evaluation. Reports to the principal economic géolagist. - 


DUTIES 
Undertake professional geological tasks of a more novel, complex and. critical ‘ies 
associated with regional geological mapping, mineral exploration and mineral deposit 
evaluation. Laboratory and computer based tasks supporting fieldwork wili ‘be 


necessary. 
QUALIFICATIONS 


Science degree majoring: in geology, ideally with 7 years practical experience in 
economic geology, Possession of a higher scientific degree is preterred. ee 


Senior Geophysicist (S03) 


The appointee must have widespread experience ty of geophysical 
particularly airbome magnatic, electromagnetic. and, radiometric data aca 

reduction, together with knowledge of appropriate ground follow up methods. Pro 
ability in geological interpretation of geophysical data essential, Would head a small 
team co-operating ee a West German: Government aid programme involving an 
extensive airborne survey and ground field work involved. 


QUALIFICATIONS 


Applicants: must possess an. appropriate. university dégree ‘with major, studies in 
Geophysics and Geology with at least seven years experiance i in Geophysics: 


Salary 
SO3 K19,405 per annum gratuity K4657 
$04 K21,226-per annum gratuity K5101 


TERMS 
Gratuity of 24% of salty taxed at2% 
pera paio ana rom apia New Guinea 


Leave to pial country- once during the contract 
Almost rent tree accommodation 
Generous educational subsidies for dependants 
Ke US (4,00 approx. 
NZ. @ 1.80 approx. 
STG 69 approx. 
AUS G 1.45 approx. 


APPLICATIONS 
For application forms please contact; 
leat Sı yore New Gi = PNG 
Geologi uivey ot Gopu a ui ( } 


Port 
Papua New Gui 
Applications close 7 March 1966 
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The Economist Intelligence Unit 


O Islamic Business 1985 
. Theory and Practice 


This substantially revised and 
updated edition isan essential guide for 
_allWestern companies and executives 
À opera ing in the Muslim Middle East and 

th Africa. This report describes the 
oe of Muslim business practice 
including finance, banking, insurance 
and taxation. It itshows how they differ 
from Western methods whilst throwing 
into relief the great changes at work in 
present day Islam. 
No. 221 Price £75 (US$140) 


(Technology Transfer in the 
Construction industry 


A minonty otintèrnational construction 
and consulting firrns has managed to 
turn technology transfer into a rewarding 
business strategy The rest see it as-an 
pence in costand time; lable 
eventually to reduce.their market shares. 
These different attitudes are analysed in 
this new Special Report, 

No. 223 Price £50(USS85) 


“ (Universities and industry 
New Opportunities from Collaboration 
with UK Universities and Polytechnics 


Over half of significant post-war 
inventions are believed to be British, but 
British rates of commercialisation are ©. 
notoriously tow, This report identifies 
areas where UK higher education 
institutions are linking. with business 
to exploit academic technology and 
‘ ‘describes the forms co-operation 
can take. No. 210 Price £80 (US$150) 


B® TRAVEL, E 


-international Tourism 
: Forecasts to 1995 


This expanded and updated report 
forecasts international tourism trends to 
1995. Covers travel expenditure 
including and excluding fares, es 
of trips and nights spent abroad, all 
broken down by haul length; forthe 20 
most important origin o countries. 
Essential reading for all involved in 
Hadie travel and tourism 

Development: financing and planning. 
Tourism Special Report No. 
No. 188 Price £125 (US$235) 


- (International Business Travel 
z A New Megamarket 


This 200 page report, the largest and 
most comprehensive yet published on 
business travel, analyses the market 
sector by sector panno at airlines, 
hotels, car rentalfirms, travel agents and 
the customer corporation: The continuing 
rapid growth of business travel makes 
this essential reading for all involved in 
the industry 
Travel and Tourism Special Report No. 2 
No. 188 Price £95 (US$175) 


| HEALTH OoOO O F 


C] Private Health Care in the UK 


This report surveys the melee of 
private health insurance schernes and 
notes the trend in large companies 
towards flexible and closely managed 
in-house plans. The report provides an 
unrivalled analysis of the heaith 
business, its political context.and its 
prospects, arguing that despite the lack 
of government support the outlook for 
growth in this £1 bn business is good. 
No. 207 Price £75 (US$ 140) 


€ Health Services in the 
Middle East 


The.eight countries of the Arabian 
peninsula vary hugely in size and 
wealth, but all have experienced similar 
health patterns. This report looks at the 
development of health services in each 
ofthe countries, their changing health 
profiles, and regional co-operations in 
the field. No.184 
Price £65 (US$ 105) 

Arabic edition No. 216 Price £95 


INTERNATIONAL 


O Namibia’s Future 
The a at independence 


Will Swapo come to power in a UN 
supervised election? This new report 
examines alternative political scenarios 
and their implications for Namibia's 
economy. The report is a comprehensive 
briefing on Namibia's resources and 
development opportunities; the 
constraints likely to face an in coming 
independent government and the 
country’s business partners are 
examined in depth. 

No. 197 Price £65 (US$ 105) 


C The International Insurance 
Market 


A View frorn London 


This independent commentary onthe 
needs and prospects of the international 
insurance industry identifies main policy 
issues and problems facing participants 
today. It begins with a factual account of 
the industry's present day situation 
before turning to the likely future 
economic Sonme in which it will 
have to 
No. 193 ie PS0 (US$135) 


C The Gulf War 


A Survey of Political Issues and 
Economic Consequences 


When and what will be the outcome of 
the four year oid struggle between itan. 
and Iraq for domination of the Gulf? Can 
their economies survive the damage of 
the war? This report sorts out the 
complex issues for the war and the eifect 
on both countries. Four possible 
outcomes are suggested and their 
probability assessed. 

No. 176 Price £65 (US$ 135) 
Arabic edition No. 215 Price £65 


INVESTMENT 
Citnvesting in Scotland . 
Public Policy and Private Enterprise 


What draws investors to Silicon Glen, 
now one of run 


Lai nature of a 
attractions for capital 
experience of recent arrivals. are 
examined in this report. 
No. 218 Price £75 (US$ 140), 


C Export Processing Zonesi in 
the 1980s l 


> Atmid 1984 there were 79 SRT 
processing zones in 35 Third World 
countries. This edition offers a unique 
analysis of the facilities available, naw 
increasingly refinedin the cirectionof 
science parks, flexible bonded 
warehousing, the inclusion of service 
industries and access to local markets: 
No. 190 Price £95 (095180) 


M Tax Havens and Their Uses 
As taxes eat their way into corporate 

profits and disposable personal income, 
tax havens. offer an opportunity of 
aaiding some oral ofthe burden: This 
feport shows what individual havens 
offer to both companies and individuals 
Na: 186 Price £35 {US$70) 
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Property is the basis of civilisation; 
and art one of its greatest achievements. 
There is a fine skill in appreciating both. 


For skilled international property advice... 
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Chartered Surveyors, International Real Estate Consultants 
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banking history, 


A strange piece of arithmetic 
for an international bank, to be 
sure. But one which neverthe- 
less reflects what happened on 
1 January 1986. 

For it was then that the legal 
formalities for the merger of 
Lloyds Bank International 
Limited and Lloyds Bank Plc 
were completed. 

In doing so, we strengthen 
our position as a major force in 
the international banking arena. 

Some customers around the 
world will already be aware of 
the way we have re-organised 
into five specialist business 
units. 

Corporate Banking. 

International Banking. 

Merchant Banking. Treasury. 
And UK Retail Banking. 

For many, there will be no 
immediate difference in the way 
in which they deal with this 
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unified structure, 

Yet behind the scenes, the 
new arithmetic is rapidly 
adding up. 

On the financial front, we 
will be able to make more 
efficient use of our capital. 

Whilst the advantages of a 
single pool of liquidity will 


benefit our customers just as 





A THOROUGHBRED AMONGST BANKS. 


much as ourselves. 

Our funding and tax affairs 
management will be similarly 
improved. 

And the advantages of oper- 
ating from a single balance 
sheet are well recognised in 
financial circles. 

Operationally, greater effi- 
ciency will result from an 
integrated approach to the 
management of technological 
change. 

This will pave the way for 
us to provide an even better 
quality service to our diverse 
range of customers. 

As we move forward into an 
even more competitive age, 
Lloyds Bank is setting out to 
become a leaner and even better 
managed international bank. 
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Economist 










Debauch the currency, said Lenin, and capitalism will 
tollapse. When the inflation rate in rich capitalist 








jngratefully, the most assertively monetarist govern- 
ments then turned on the ism that had saved them. 
‘America’s money supply grew faster. than planned. 
Britain’s Treasury dropped its main target for monetary 
growth. Before the two governments let monetarism 
wanish from their minds this year, they should remem- 
Der some of the painful lessons from the 1970s. 

<: What mattered most in monetarist thinking is still 
true: the idea that, except in the short run, an econo- 
my’s output is determined by its microeconomic struc- 
ture, not by aggregate demand. Governments that try 
to get more output simply by expanding demand will 
sooner or later get more inflation instead. From this 
kernel of truth two other things followed. First, activist 
macro policies will often lead to exaggerated cycles of 
inflation and depression; stable policy means a more 
stable economy. Second, if workers and firms know 
that policy is stable, the economy will reach the path of 












non-inflationary: growth all the sooner, and with less 
min while it does so. eyi . 
™ These broad principles are no longer distinctively 
monetarist; many modern Keynesians accept them. But 
it of pure monetarism has gone wrong—the view 
- best way to make macro policy both stable and 
table is to set targets for monetary growth. 
ancial revolution in America and Britain has 
blurred many of the lines between different types: of 
“money”, and introduced new versions aswell. Money 
is now much harder to define and control, and individ- 
measures of monetary growth are a poor guide to 













short-term movements in demand. 





The baby-bathwater danger 

Instead of concluding that everything about monetar- 
ism is wrong, governments vught to keep its long-term 
principles and ditch only-its short-term targets. They 
probably won’t. The:clear danger is that, as Britain and 
‘America approach their next elections, sense and 
nonsense will both go down together. 

__ In Washington, it has become eccentric to say that 
r inflation is still a threat. All but the Fed assume 
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> year monetarism dies? 


- every working day to finance its budget deficit, let al 


governments—should revive the myth that policy mak 





































that because inflation is unlikely to jump during t 
next few months, it will ‘not jump during the next fi 
years. Worse, senior American Treasury officials ai 
describing their own approach to economic policy in t 
crudest Keynesian terms, wet 1960s’ vintage. Thus: 
real GNP is growing .by less than some hypothet: 
potential (say 4% at an annual rate), monetary poli 
can safely be eased. This ignores the plainest moral 
from the inflationary 1970s, that governments shou 
never tie their macro policies to “real” targets lik 
production and employment. Such levers as moneta 
and fiscal policy shift the nominal economy—ie, th 
money value of output.. They cannot fix the way th: 
total money GNP divides between real output (and job: 
on one side and inflation on the other. dae 
Merely by discussing policy in terms of real growt 
the Reagan administration is risking the wrath of th 
bond market. Money managers have not forgotten th: 
bonds lost two-thirds of their value in the 1970s, whe 
long-term interest rates jumped along with inflation. 
current interest rates, investors would quickly sto 
buying American Treasury paper if inflation revived- 
and the Treasury has to sell $800m of bonds and b: 


what it needs to refinance maturing debt. Now th: 
Wall Street sees the Fed under pressure to loosen | 
expectations about economic. policy have degenerate 
into guesses about when Mr Paul Volcker, the Fe 
chairman, will find another job. ee 
It should be easier to make coherent policies 
Britain, because the power to do so is more concent 
ed. Partly for this reason, and partly because Bri 
inflation is more prone to revive than America’s 
anti-inflationary talk of Mr Nigel Lawson is still qi 
tough. But only by American standards. The Cit 
rightly dismayed that the chancellor’s medium 
Strategy has collapsed into. pre-election. ad-hocer 
target dropped here, an asset sale fudged there, rob 
ly worded but entirely non-committal commitmen 
take the exchange rate into account (hasn’t he always 
This is not the stable climate of expectations that 
Thatcher government proclaimed in 1980. od 
Nobody should pretend that running a steady mon 
tary policy is easy. How odd it would be, though, if th 
difficulties—reminders of the economic impotence ¢ 












ve output to ar 


Be 
wha tever potential they judge to exist. Let the lesson be 
that their macroeconomic powers are even more limited 
than most cautious people thought five years ago, and 
he need for a. believable commitment to stable and 
non-inflationary policy all the greater. 
‘The least-bad way to make that commitment is to set, 


Bienvenido Iberia 


























Europe of 12 is not too big 


n to twelve is well past the eleventh hour. Yet the 
ommon worry about the entry of Spain and Portugal 
to. the EEC on new year’s day—that as a 12-member 
community it may seize up for good—is mistaken. So is 
ne fear many northern Europeans feel that by absorb- 
g Iberia the community will take on an indelibly Latin 
Mediterranean hue. 

hort-sighted Europeans have always worried that 
members could ruin their club. The original six- 
ember community started out as a successful postwar 
idge between the largely complementary economies 
-of two former enemies, Germany and France. Unhap- 
pily for the EEC, its first big enlargement, which 
brought in Britain, Denmark and Ireland in 1973, 

coincided with the first of two deep world recessions. 

The little-Englandism of the British, the Scandinavian 
yalties of the Danes and the tactical pleading of the 
rish made worse for the EEC what was bound to have 
a difficult decade even without them. When 
Jreece made the nine into ten in 1981, it added a cocky 
ind unco-operative voice of its own. 









o need to learn Latin 
(et the community survived. The European Monetary 
stem is working reasonably well, and the British have 
dropped most of their objections in principle to eventu- 
ly joining its exchange-rate mechanism. Since 
rance’s inflate-alone failure in 1981-82, the European 
ordination of national economic policies has grown 
ppreciably. Instead of putting up trade barriers against 
ach other, the 12 are at least in theory committed to 
ismantling non-tariff trade obstacles within the com- 
in market by the early 1990s. The habit of foreign- 
icy consultation is growing. A squeeze on the 
munity’s outdated and overgrown farm policy has 
t last started, it is to be hoped, in earnest. Direct 
lections, a determination to have its voice heard by the 
uncil of ministers—and the occasional intriguing 
candal (see page 42)—have made the European Parlia- 
nt a familiar fixture. 
All this means that 1986 is a happy year in which the 
mmunity can take in a grand but long-neglected 
because only recently democratic) part of Europe’s 
history and culture. Will the entry of Spain and Portugal 
create a Latin axis that might split the community a 
decade from now? Spain and Portugal will share an 





















































make monetary policy irrelevant. o 1 the contrary, its 
long-term significance can be great. Between 1979 anc 
1985, America’s nominal GNP rose by 61%—and its M} 
measure of money supply by 58%. Month-by-month, 
monetarism may have become a fickle guide. For the 
long haul, its rules still look surprisingly useful. 





interest with Greece and Italy (but also with Britain and 
Ireland) in generous social and regional funds. Agricul« 
tural Iberia should also want to help turn a dementedl 
Common Agricultural Policy that gives price subsidie 
to efficient, rich and mainly northern farmers into 
slightly saner one that gives direct income-support to 
poor, mainly southern ones. 

But little more than this binds together-non-Latini 
Greece, Atlantic-facing Portugal, and those rival pro- 
ducers of citrus fruits and olive oil, Spain and Italy. Nor 
is there much in common between the boisterous 
populism of Greece, the subtle inertia of Italy’s govern= 
ment, the nearly two-party division in Spain, andl 
Portugal’s kaleido-chaotic politics. Spain’s and Portu- 
gal’s combined population of 48m, and their joint 1984 
GDP of around $180 billion is not going to shift the 
decision-making or decision-blocking power away fromm 
West Germany, France and Britain (population: 172m, 
joint GDP $1,500 billion). 

In foreign policy, the EEC is unlikely to look south: 
any more or less than it does today. Spain and Portugal; 
will keep their links with old Latin American andi 
African dependencies—just as Britain has kept its ties 
with the Commonwealth, France its interest in its) 
former colonies, Italy its Mediterranean connectio 
and West Germany its closeness with Eastern Europe” 
Such success as Europe has had in creating commons 
foreign policies has depended a lot on not trying tos 
erase or entirely Europeanise these special relation-: 
ships with countries outside the club. l 

This toleration of national-mindedness has marked, 
the creation of its supposedly common policies in othe 
fields. Like an old and wily church, the community has: 
from the beginning granted all sorts of exceptions and. 
indulgences in the cause of its own survival. 
addition of Spain and Portugal will test the community’ Se 
skills at this game. But with a bit more majority voting. 
in the council of ministers, it ought not to be impossible 
for the community to pull off its old trick of giving 
governments the leeway they want in order to keep the | 
club together. Both Spaniards and Portuguese favour 
the idea that the EEC should be moving, however slowly 
and awkwardly, towards a form of political union. By 
admitting them—for clearer political than economic 


reasons—the rest of the ornuny has shown that this 
ideal is not dead. 
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“et Israel hit back 


At the right target 


Wo fate is too bad for the gunmen and organisers of the 
holiday massacres at Rome’s and Vienna’s airports. 
Fhe victims—15 dead, a hundred injured—were civil- 
ians without the slightest responsibility for the complex 
d hideous problems of Palestine-cum-Israel. Few can 
isagree that such terrorists should be hunted down 
without mercy. Israel, whose airline’s check-in counters 
were the target of the outrages at both airports, at once 
promised revenge, although all the actual killers are 
how either dead or in custody. Born in violence and still 
der attack from an array of Arab opponents, Israel 
lieves that it must never let its enemies forget its 
thlessness. If Israel succeeds in discriminately punish- 
ing the people who planned these airport atrocities, it 
should be applauded. 
But here the difficulties creep in. Who was responsi- 
le? Should Mr Yasser Arafat’s wing of the Palestine 
~iberation Organisation be held accountable for the 
isdeeds of Palestinians probably on the fringe of his 
movement whom he no longer controls? Is there a 
wardstick for gauging the severity of reprisal against the 
enormity of the original crime? To what extent should 
„he civilians of countries which harbour terrorists be 
| cringe for the policies of governments which they 
ave not chosen? Would a bloody tit-for-tat reduce the 
chances of peace in the Middle East? 
It would be prim and improper to inveigh against any 
sort of reprisal. Israels military prowess and well- 
ublicised readiness to fight back whenever (and some- 
imes before) it is attacked has helped it survive. Yet 
cycle of Middle Eastern violence has often spun so 
ly that it now hardly matters whether or not each 
lent blow by one side is neatly matched by a counter- 
(punch from the other. The biblical adage of an eye-for- 


Don’t stop testing 


"Some underground nuclear bangs by the superpowers 


sare still desirable 


Every treasured piece of conventional wisdom should 
Brom time to time be lifted up for inspection. Quite 
boften, when the dust has been blown off, the supposed 
“wisdom is no longer so apparent. For a quarter of a 
century pretty well everybody, including this newspa- 
per, has believed that a total ban on nuclear testing 
would be a good thing, if only the ban could be 
thoroughly supervised. Now that “if only” seems within 
reach, as seismographs become more sensitive and the 
Russians are at last hinting that they will accept on-site 
inspections for the parts the seismographs cannot reach. 
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an-eye was a statute of limitation, not a spur to — 
indiscriminate reprisal. The suicidal type of Palestinian 
terrorist seen at Rome and Vienna will not be deterred 
by the promise of Israeli revenge on other people after 
he is dead: k 
Many of Israel’s friends dislike its often over-harsh 
reactions to terror—three score deaths in Tunis for 
three in Cyprus. They fear that Israel is happy to flatten 
any handy Palestinian target if it cannot find the villain — 
of the moment. They are worried that Israeli reprisals 
against such countries as loony-led Libya could prompt _ 
wild reactions from them. Some of these critics worry 
too much. The argument that peace prospects are — 
inevitably dimmed by an upsurge of violence is over- _ 
simple. Wars sometimes intensify till the minute before _ 
negotiation. An exchange of violence between Israelis — 
and Arabs does not necessarily impair the will for — 
peace—and may even increase it. Where many Israelis _ 
are wrong, however, is to insist that terrorism by | 
random Palestinian groups means that Palestinian opin- 
ion as a whole will always reject peace. a 
Nobody has been more slippery than Mr Arafat in his 
attitude both to Israel and to terrorism. Some of the _ 
terror of the past few months has been carried out by — 
factions of the PLO near him, but probably not con- — 
trolled by him. Most of it has been done by Palestinians — 
who want to kill him—because they think he is too close _ 
to compromising with Israel. At present he still repre- _ 
sents the bulk of Palestinians—and his lot are more 
peace-minded than the rest. It is possible that Mr — 
Arafat, by wobbling for ever, may deal himself out of — 
the peace process. But until he does, the Israelis would 
be unwise to use Palestinian terror as an excuse for 
excluding the real Palestinian leaders from negotiation. — 













Mr Reagan and Mr Gorbachev have politely wished — 
each other a happy new year. So has the time arrived — 
for a treaty to stop the tests? Blow off the dust, and look — 
again. a 
It remains obviously desirable to stop the danger of 
radiation poisoning: but in fact, since nuclear tests were — 
sent underground, there has been little evidence of — 
leakages which have added much to the level of — 
radioactivity already provided by nature. It is true thata — 
ban on testing would inhibit the development of new _ 
nuclear weapons. This, however, is just where the anti- 
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test argument starts to wobble. The closer one looks, 
the more it seems that things would be safer if some 
existing nuclear weapons were replaced by new sorts: 
which could mean having to test the new sorts. 

The trouble with the present so-called balance of 
power is that Russia now has enough accurate warheads 
to be at least theoretically capable of destroying Ameri- 
ca’s retaliatory force of similar warheads in a sudden 
first strike; and in four or five years’ time America will 
be able to do the same to Russia. (And how many of 
those who now pooh-pooh the reality of Russia’s first- 
strike capability will pooh-pooh America’s then?) This 
is not the “stable deterrence” that the conservatives of 
nuclear theory yearn for. 


Tests needn’t mean ashes 

There are a number of ways of making the balance 
stabler. One is for both America and Russia to put 
more of their nuclear armouries into single-warhead 
missiles (such as America’s Midgetman, and the Rus- 
sian equivalent that will presumably appear in due 
course), because this makes it harder for either side to 
have enough warheads to swamp the other’s launching- 
sites. Another is for both of them to make more of their 
missiles movable, either on land or out at sea: this too 
helps to thwart that obliterative surprise attack. Either 
method is liable to require a certain amount of new 
testing. There are other pro-testing arguments: the 
need to ensure that existing weapons are still usable, 
and the desirability of designing new ones that would 
kill more discriminatingly. But ensuring first-strike 


invulnerability is the strongest argument. 

It is only a slight tease to say that the case fos 
continued testing ought to appeal to both sides in the 
great debate about President Reagan’s Strategic De- 
fence Initiative. Those who are attracted by the possi- 
bility of shooting down ballistic missiles will want to test 
the nuclear-triggered laser that might be one way of 
doing the job. This is admittedly the least appealin 
kind of anti-missile weapon, but even a nuclear-fire 
missile-stopper is better than an unstopped missile 
heading for New York or Moscow. Those who think the 
SDI is nonsense or wicked, and are therefore stuck with 
the need for Mutual Assured Destruction, have tai 
make sure that MAD stays mutual and assured—which 
again suggests that testing cannot be entirely stopped. 

This does not mean that there cannot be agreed limits 
on the kinds of nuclear weapons that may be tested, andl 
perhaps on the number of tests to be allowed per year. 
But in the process that starts with research and proceeds 
through testing to manufacture and deployment, th 
sensible dividing line lies between testing and manufac- 
ture. Testing is part of the first stage, finding out iff 
things work. The Americans and the Russians ought 
now to be concentrating on a negotiation that will cut} 
the size of their missile armouries, in a non-first-strike- 
tempting way, and at the same time set limits on the" 
speed with which either superpower can deploy an anti- 
missile system. They will then know which kinds of tests 
in the earth’s bowels are still needed, and which are not. 
To do it the other way round is to put the cart, brake 
clamped shut, in front of the frustrated horse. 





Helicopter hassles 


Britain's national interest is to buy the best, safest and 


cheapest helicopters for its soldiers 


Do not dismiss a bizarre public disagreement over 
helicopters between leading ministers in Her Majesty's 
government as merely distasteful, because the commer- 
cial blackmail and the political ambition are so thinly 
veiled (see page 45). At issue in the dispute over 
Westland, a small firm in England’s west country which 
makes helicopters it cannot sell, is the kind of protec- 
tionism in the defence industry that is expensive to 
taxpayers and gives armed forces inferior equipment. 

The proper calculation for Mr Michael Heseltine 
should not be whether this is a shrewd time to resign 
from Mrs Thatcher’s cabinet, so as to become the 
alternative choice as party leader for those Tories who 
disapprove of the prime minister's alleged hard-heart- 
edness. As defence secretary, Mr Heseltine’s duty is to 
buy for his soldiers the best helicopters at the cheapest 
available price. He cannot get them from a failing 
Westland, and the prime minister and her industry 
secretary (Mr Leon Brittan) are sticking by sensible 
Tory principles when they say that Westland’s escape 
from impending bankruptcy should be left to West- 
land’s board and its judgment of the market. 
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The board’s first thoughts were in favour of a rescu 
offered by the Sikorsky subsidiary of America’s United 
Technologies, with a little help from Italy’s Fiat. 
Second thoughts have been forced on it by Mr Hesel- 
tine, who declares the rescue should come from a 
partnership between Westland and other European 
helicopter makers. Since defence secretaries like Mr 
Heseltine are the most important customers for compa- 
nies like Westland, the firm faces an odd version of the 
adage that the customer always knows best. Westland’s 
recently improved board is right to allow its sharehold- 
ers time to scrutinise Mr Heseltine’s European solution: 
especially since the American and European offers— 
involving minority shareholdings, capital restructuring 
and guaranteed work—are now within sight of each 
other and may improve with rivalry. 

Mr Heseltine has denigrated the American offer as 
one which would leave Westland as merely a “tin- 
basher” for Sikorsky. He should remember that metal- 
bashing at a profit is sounder than high-tech dreaming 
at a loss. He is on firmer ground when he says that the 
Sikorsky solution is not ideal for the longer term. The 


THE ECONOMIST JANUARY 4 1986 


= PITA a d 
a me ae 


Jawk—but not for markets where Sikorsky’ is dominant, 
and not fora Europe which has decided it does not need 


en years from now Black Hawks are outdated? 
-That is where the Westland board can feel its arm 


aly, enraged that an American foot 
poke o their home markets, are threatening 
rent collaboration with Westland. As a more 

at, they say Westland might not be called 

’? when there is sharing out of work on the 

ster which NATO wants for the 1990s. Keep 


for a cosy Pa pead cartel. But, since cartels 
rarely breed efficiency, what would then be good for 
Westland’s shareholders could be thoroughly bad for 
the taxpayers and military men who have to pay for and 


singapore free 


y the helicopters. ` ; e 
Mr Heseltine has a vision of a rationalised 

slimmed-down multinational Senco hel 
dustry in Europe, to go with the European 
aircraft and co-operation in space. That way, he 
offers the benefit of minimised development ci 
maximised sales and true competitiveness. H 
may be right. Let him subject it to.a true mark 
Let Europe’s ailing helicopter makers combine, with 
without Westland—but Britain (and any sensible Euro 
pean governments) should not prop up the combi 
with cost-plus contracts. Britain should henceforth b 
the best helicopters on. offer. If those turn out to- 
Black Hawks, made by Sikorsky with or witho 
Westland, Britain should buy Black Hawks. The We 
land board would then make most money by judging 
with which partner would we manufacture the m 
cost-effective helicopters? This is the only question tha 
it should sensibly be required to ask. 


% change on 
previous year 


3 rnment nannying has outlived its usefulness 


A panicky Singapore risked converting a temporary 
setback into something more permanent when it closed 
its stock market for three days after the financial 

lapse of Pan-Electric a month ago. Fortunately, the 
government has since regained its nerve. Its willingness 
to shrink contributions to its Central Provident Fund, a 
sort of national piggy bank into which citizens make 
enforced contributions, is especially encouraging. It 
suggests that Mr Lee Kuan Yew, the prime minister, 
may be ready to question the corporatist dogma that is 

mp ng the city-state’s ambitions to become an 

rnational business centre. 

' If the U-turn is slow, Singapore’s friends need to be 
‘patient. For 25 years, Mr Lee’s bossy interventionist 
policies helped bring—or at least coincided with—the 

stest rise in living standards in any country in the 
er Mr Lee, Singapore’s 23m people have 
re ious Asian poverty and squalor to be 


like Spain ‘ond Ireland. ‘Singapore has only recently 
outgrown this type of corporatist and social engineer- 
g; and only in the past year have the strains really 
un to tell, with the island’s gross domestic product 


s hard for any government to discard a previously 
ssful policy, particularly when some of the reasons 

the fuilure can rightly be blamed on the neighbours. 
Singapore’s two biggest trading partners, Indonesia and 
‘Malaysia, are becoming more autarkic. They predict- 
ably yet foolishly want to refine their own oil and 
duct their own trade with China rather than go 
eh more efficient Singaporean middlemen. So 
ient for seeking to correct its 


ieane too much disposabies income in consumers’ po 
ets lest they fritter it away on decadent living. 
Central Provident Fund takes 25% of a worker’s | 
income (on top of income tax) and an equival 
amount from his employer and spends it on roads 
housing, telephone lines and the like. The upshot is tha 
Singapore’s infrastructure is second to none, but i 
capital market is stunted. If some of those savings h 
been invested instead by private pension funds 
insurance companies in a more broadly-based stoc 
market, the Singapore stock market would have foun 
it easier to shrug off the failure last month of 
Electric. The government’s willingness critically t 
examine the Central Provident Fund now nee 
extend to some other rigidities in the economy. | 
made the mistake of believing too much in governm« 
planning. : 


Ideas to borrow from Hongkong 
A small economy living by its wits needs to ada) 
quickly. Free-market Hongkong succeeds despite stat 
ing into the political unknown. Singapore, in con 
has come unstuck precisely because its’ govern 
tried to control development. A plethora of regula 
sought to target growth in particular sectors. Fashior 
able high-tech electronics were encouraged. The ra; 
trade was despised. So were the bum boats, cooli 
shops and old colonial buildings that attracted touri: 
The government’s credo was that politicians, not bus 
nessmen, knew best—and they didn’t. 
When Mr Lee attempted to force Singapore up 
ket, wages were pumped mensi to push out low-v 














s. The legacy has been inflated costs. A report on 
ingapore’s economic future being drafted by a group 
under the prime minister’s son, Brigadier-General Lee 
Hsien Loong, is expected to recommend ways to reduce 
costs. An interim report has already noted that manu- 
facturers’ unit-labour costs (adjusted for exchange-rate 
movements) have risen 40% since 1980, compared with 
‘between zero and 10% for Singapore’s main rivals: 


Press of our times 



































A quarter of a century ago, the British people could 

oose from nine national morning newspapers with a 
otal daily sale of just over 15m copies. Today, little has 
hanged: there are still nine papers, still with a sale of 
ust over 15m copies. Yet in recent years only two, the 
Jaily Mirror and the Sun, have made profits which any 
ther business might consider creditable. The rest have 
elaxed in cosy equilibrium between union-dictated 
osts and conglomerate cross-subsidies. 

By the end of 1986, the cosiness will have ended, not 
through internal reform but through the challenge of a 
new, low-cost entrant. Mr Eddy Shah is challenging 
leet Street with new typesetting technology long- 
ested in America and in Britain’s provinces. In conse- 
uence, three new titles are. already on the stocks: 
abloids from Mr Shah and Mr Rupert Murdoch and a 
ew, independent, upmarket daily planned for Octo- 
er. Key to all of them is the ability to print and 
ribute papers at one-quarter the cost of existing 
ethods. As a result, other tabloid publishers have got 
o reduce their grossly inflated costs. 

Mr Robert Maxwell’s Daily Mirror is trying to shed 
,600 of its 6,000 workforce—in a frantic bid to compete 
ith Mr Shah’s 500. Mr Murdoch, whose British papers 
year contributed 65% of his world-wide profits, has 
repared his idle plant in London’s docklands to 

duce the Sun and the Sunday News of The World as 
ell as his new London Post (possibly instead of it). 
lks with the print unions on manning the docklands 
nt broke down over Christmas, largely over Mr 

och’s demand for a legally binding no-strike 
tract. He has installed new technology and will 
sably begin to print without the unions in the spring. 
ven the once-somnolent Daily Express and Daily 
elegraph have acquired new owners in the past six 
nths, both painfully aware of the new competitive 
climate. 
or the first time since medieval typesetters created 
ritain’s most secure closed shop in “the London 
rint”, there is now a chance of breaking the print- 
bour duopoly of the National Graphical Association 
SOGAT ‘82. This in turn offers the enticing prospect 
1 completely new national press. Both Mr Shah and 
Murdoch could soon be producing national. titles 















clothes makers and timber proces- 


ew technology, entrepreneurs, and better British newspapers 


recommend furthe: 
ways of getting the government out of business. So far 
shares in only three of the 450 state-controlled compa 
nies have been sold, and that includes a niggardly 16% 
of Singapore Airlines. Sell more of them, devalue th 
currency, reduce compulsory savings and forswea1 
nannying by the government. Then watch Singapore’: 
economy regain its old vim and zest. l 















with the help only of the electricians’ union, sh 
bidding to become the dominant force in Fleet Stree 
labour. The established print unions will not take this 
without a fight. In the short run, they may find enough 
owners ready to negotiate marginal manning reductions 
but retain closed shops, shop-floor bargaining and the 
special payments which are the basis of union power in 
newspapers. The unions have always preferred to 
sacrifice jobs rather than lose control of closed shops, 
and they may have.a few more years in which to squeeze 
loot from their conglomerate sugar daddies. 


Innovations all over —- : 
But only a few more. For the British press now has the 
opportunity to leap from an archaic, labour-intensive 
technology, still yielding a multiplicity of titles, to a 
new, capital-intensive technology, also yielding a multi- 
plicity—and all this without going through the orgy of 
closures suffered by European and American newspa- 
pers. For two decades, newspapers have been feather- 
bedded with new infusions of cash, some from glamour- 
seeking tycoons, some lately from the Reut 
flotation. Most of this cash has gone straight into t 
pockets of the workforce. Now the advent of nev 
products and more aggressive management suggest that 
the next generation of cash could go instead into re- 
equipping existing titles and launching new ones. 
British readers have long enjoyed a quality and range 
of newspapers denied to most rich countries. They 
could soon have an even wider choice, National news- 
papers can be printed locally in full colour, with inserts 
and supplements directed at specific areas or interest 
groups. Groups of journalists can transmit material and 
subcontract production and distribution to the fast- 
growing network of local contract printers, escaping the 
high costs of unionised central London plant. British 
newspapers could begin facsimile products elsewhere in 
the English-speaking world, following in the footsteps 
of the Wall Street Journal, Financial Times and Asahi 
Shimbun. Britain’s booming local and weekly. press 
have shown the way. The question now is: will new 
entrepreneurs exploit Mr Shah’s:salient a 
real share of the daily market, o1 
sleeping giants awake in time to fight an 




































World banking 
is our business 


BNP is Europe's largest bank, 
with a worldwide network operating 
in 75 countries. 


With over 250 branches and offices 
covering the Atlantic 
Region and more than 
2000 branches in France, 
BNP is ideally placed to 
meet your business 
and banking needs. 


arenes! eo | BANQUE NATIONALE de PARIS 


Head office: 16 bid des Italiens, 75009 Paris 
Tel.: 42.44.45.46 - Telex: 280605 
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Respectability is power, 
generally speaking 


Don’t get too excited yet, but respectabil- 
ity may be the coming thing in some 
unlikely places. Consider what is happen- 
ing in Indonesia. Newspapers are printing 
reasonably accurate reports of a series of 
rials in which witnesses have said the 
army lied about the number of people it 
killed in an anti-government demonstra- 
tion. Defendants have accused President 
Suharto of governing unconstitutionally 
and of having been a traitor to his coun- 
try. For Indonesia this is strong stuff. 
Previously such criticism, if permitted at 
all in court, would have reached the 
public only through rumours or under- 
ground pamphlets. 

Mr Suharto is not going silly. But after 
20 years of power, gained in a coup and 
sustained in rigged elections, he may have 
longings for the special esteem enjoyed 
by the leaders of those countries where 
there is an independent judiciary and a 
free press. Before the trials began the 
government told the rather surprised edi- 
tors of Indonesia’s newspapers that they 
should report the trials in a balanced way. 

The trials themselves are political. The 

fendants are acccused of subversion, 

at is of saying the sort of things out of 
court that they are now saying inside. 
When the trials end in a month or so the 
critics may be silenced for a long time. By 
then Mr Suharto may have lost his taste 
for free speech: being called a traitor was 
hard to take. But respectability in the 
eyes of the world has a strong appeal. 
Mafia criminals call themselves business- 
men. Mr Gorbachev seeks to give the 
impression to Westerners that Russia is as 
open a society as their own. For many 
rulers, particularly those who can glimpse 
the end of their reigns, respectability is 
often more desirable than all the salutes 
of fawning underlings or of chestfuls of 
self-awarded honours. 

Respectability is much talked of in 
Thailand, another state run by soldier- 
politicians. The trial has opened there of 
40 men, most of them army officers, 
accused of plotting September's failed 
coup. The plotters of Thailand’s numer- 
ous previous coups were pardoned or 
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exiled by understanding military govern- 
ments that had themselves gained power 
through a coup, and the latest batch were 
hopeful that they, too, would be freed. 

The government, under its prime min- 
ister, Mr Prem Tinsulanond, a retired 
general, wants to convince the world that 
Thailand is a stable, even democratic, 
country that will not tolerate any more 
coups, and that, anyway, the judiciary is 
independent. The 40 defendants are even 
being tried by a civilian court. 

It may be optimistic to suggest that a 
new public morality is suddenly abroad in 
the world, yet the signs are numerous 
enough to be noted. In Pakistan this week 
General Zia ul-Haq at last reluctantly 
ended martial law (see next story). In the 
Philippines the tatty but enterprising 
press is making the most of Mr Marcos’s 
anxiety to demonstrate what a free coun- 
try he runs by holding a presidential 
election. Taiwan recently displayed the 
same symptoms when its former chief of 
military intelligence was jailed for life for 
ordering the murder of a dissident. 

Military rulers reassure themselves 
that, however much freedom they toler- 
ate, they can always snatch it back. But 
every soldier-politician who reads the 
newspapers must have felt a tremor of 


worry last month when five former mili- 
tary rulers were jailed in Argentina for 
murder and other crimes. Never before in 
Latin America had a democratically 
elected government dared to put yester- 
day’s military rulers in dock. 

If it can happen in a region where 
soldiers have previously been virtually 
unassailable, could it not happen in Asia 
or even in Africa, where most states at 
least started out with civilian govern- 
ments? Military rulers pass laws giving 
themselves immunity before handing 
over power to civilians. General Zia has 
tried to do this. But civilian governments 
need not feel themselves bound by such 
laws. The Argentine soldiers were jailed 
under retrospective legislation. 

Civilian politicians, even so, are not 
notably brave. Argentina’s have turned 
out to be an exception. The press seldom 
thunders in authoritarian states and often 
practises self-censorship rather than risk 
being shut down. The judiciary seems to 
be a bit different. The men and women 
appointed to the courts may get their jobs 
because the government considers them 
reliable, and some regrettably are. But 
others develop an admirable indepen- 
dence, partly out of pride in being ap- 
pointed to judge their fellow human be- 
ings, partly in response to the inherited 
commands of their ancient profession. 
They can be more effective defenders of 
decency than opposition politicians. 

The South African courts seem to have 
remained independent. So have Zimba- 
bwe’s. The 12 judges who were shot dead 
by guerrillas in Colombia in November 
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lost their lives because they refused to 
yield over cocaine smuggling. The chief 
prosecutor in the Argentina trial had 
been a minor magistrate when the juntas 
were in power. He is now a possible 
target for assassins. Who knows what 
desires for reform have been kindled in 
the minds of the judges in Indonesia as 
they listen to the astonishing statements 
now being made in their courts? 


Pakistan 
Almost free 


FROM A CORRESPONDENT IN LAHORE 


On December 30th, after eight and a half 
years of martial law, Pakistan’s President 
Zia ul-Haq sent the army back to its 
barracks. He thus ends a period of mili- 
tary dictatorship marked by repression 
less brutal than some, during which his 
skill at manipulating power has contrast- 
ed with the failure of opposition politi- 
cians to unite against him. This does not, 
however, put Pakistan's democracy on a 
par with India’s: soldiers will continue to 
dominate both Pakistan’s cabinet and 
civil service, the country’s National As- 
sembly is a tame, non-party affair, and 
political activity is, for the time being, 
forbidden. 

Pakistanis were, however, pleasantly 
surprised that President Zia swept away 
more of the restrictions and regulations 
introduced during military rule than most 
people expected. Pakistan’s constitution, 
which had remained partially suspended, 
has now been fully restored. The clause 
dealing with such civil rights as freedom 
of association, speech and assembly has 
been revived. President Zia has even 
restored the section which says that any- 
body tampering with the constitution is 
guilty of treason: some members of the 
opposition hope, if they ever win power, 
to try him on that charge. 

The military courts have been abol- 
ished. Although most independent-mind- 
ed judges resigned during martial law, 
Pakistanis do now have a better chance of 
a fair trial. However, those already con- 
victed by military courts have no right of 
appeal, and there are still more than 200 
political prisoners. In late December, 
military courts in Sind province sentenced 
another 60 people to long jail sentences. 

By staying on as chief of staff of the 
armed forces President Zia is avoiding 
putting anybody else in the job which he 
held when he overthrew the previous 
president, Zulfikar Ali Bhutto. By keep- 
ing this post he also ensures that, if the 
National Assembly or the opposition pol- 
iticians defy him, the president can 
threaten them with another period of 
martial law. 
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Zia changes the sword for the pen 

Three out of the four military gover- 
nors of Pakistan's provinces are being 
replaced by civilians. The governor of 
Sind will stay on, although he will resign 
from the army. But many soldiers will 
remain in top administrative jobs. During 
the period of martial law, army officers 
were installed in the civil administration, 
the police force, the foreign service and 
the public corporations. The opposition 
says that, unless the soldiers are replaced 
by civilians, the army will continue to run 
the country in effect, if not officially. 

Political activity is to be banned for a 
year. After that, parties will have to 
register before they are allowed to oper- 
ate. They will both have to accept Paki- 
stan’s Islamic ideology and they will be 
banned if any of their members “defame 
or bring into ridicule” the army or the 
judiciary. President Zia continues to ar- 
gue that under an Islamic system parties 
are unnecessary. Members of the Nation- 
al Assembly privately admit it is unlikely 
that Zia will allow parties to function fully 
at least until 1990, when the next election 
is due. 

The present assembly should not pose 
much of a challenge to the president. 
Only 30-40 of its 237 members look like 
an active opposition; and even they are 
aware that, if they are to keep their jobs, 
they will have to mind their parliamentary 
manners. “Everybody knows that the 
gradual process of civilianisation depends 
on the goodwill of the president and the 
army. They can remove us at the drop of a 
hat™, said a member of the assembly close 
to the prime minister. 

The opposition outside the assembly, 
known collectively as the Movement for 
the Restoration of Democracy, is riven by 
squabbles. Further splits can be expected 
when the question of registration presents 
itself in earnest. Some parties, such as 
Tehrik Istiqlal, are likely to register if 
given the chance, while the Pakistan 





People’s Party, dominated by the Bhutto 
family, would probably refuse to. 

If President Zia feels the need to lock 
up politicians, he has the means to do so 
without reintroducing martial’ law. The 
Bhutto government in the 1970s passed 
plenty of repressive laws, including one 
allowing people to be detained for three 
months without trial. Hundreds of arrests 
were made in Lahore to avert a demon- 
stration planned by the opposition for 
December 25th, the birthday of Moham- 
med Ali Jinnah, Pakistan’s founder. 
Those people were arrested under ordi- 
nary criminal law. 

But if President Zia has managed the 
politicians well so far, his big problem 
remains unsolved. Another election is 
due in four years time, which most Paki- 
stanis seem to think the ppp could win. 
Miss Benazir Bhutto, the party's leader, 
would be happy if President Zia followed 
her father to the scaffold. 


Philippines 
Now less than ever 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 





MANILA 


The campaign for the presidential elec- 
tion in the Philippines that is due on 
February 7th has taken a strangely one- 
sided character. The opposition candi- 
date, Mrs Corazon Aquino, and her vice- 
presidential running mate, Mr Salvador 
Laurel, have been barnstorming across 
the archipelago, attracting crowds of 
more than 10,000 to their rallies. In 
contrast, although President Ferdinand 
Marcos had told his henchmen, at the 
start of the campaign, to act as if they 
were “running scared”, he has been be- 
having as if he will either win easily o 
find some way to call the whole thing off. 
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For generations GE and RCA have touched - 
the lives of millions of people. We have embodied 
the creative spirit of America. Its technological: 
= greatness, scientific advances, dynamism and 
movement. oo note 
We have entertained America and defended 
it. Illuminated its homes and made its airwaves 
dance. ee os o i 
-Above all, we have been a pulse of progress 
and free enterprise. Sie 
The planned merger of our two great com- 
panies is an event that makes us very proud. 
And equally optimistic. — 
We will be a company whose strengths will 
- have profound and beneficial effects. A company 
_. that will compete with anyone. Anywhere. In — 
every market we serve. 
We are proud of the people who over the 
:: years have built our two companies into great 
organizations achieving modern-day miracles. 
And of the people who've worked so diligently 
to keep our companies great — through periods 
of economic difficulties and technological 
change. — 
We are two companies with proud pasts. 
e will become one company with an 
nt future. For the people of this country 
a ntless millions of others around 
~~ the world. 
~ All will benefit from our products, 
our Services, and our capabilities. 
That makes us especially proud. 
d very 
enthusiastic. 


BA registered trademark of General Electri Company USA. 
ich is nol contected with the English company of a similar name. 
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old hands atit.. 


... handling projects that help the world grow 





Hitachi Zosen has half a century of 
experience in the design and construction of 
fertilizer plants. We’ve built 45 of them, im 
fact, to stimulate growth and help eliminate 
food shortages worldwide. 

Our most recent completion was a full 
turn-key fertilizer plant for Tunisia. It’s 
operating at full capacity and making 
significant contributions to the growth of 
Tunisia’s agricultural output. 

What’s the key to success in such 
projects? It’s Hitachi Zosen’s know-how 
and dedication. Our modular versatility. 
Our CAD systems and construction tech- 
niques. And our total involvement right 
down to the grass roots level in coordinating 
people with diverse languages and cultural 
backgrounds. 

From basic concept to turn-key con- 
struction and follow-up, our teams of 
experts are ready to help you every step of 
the way to meet your objectives. To attain 
higher productivity, and greater production 
efficiency, plus lower operating costs. All 
accomplished through a range of engineering 
services that extends to pulp and paper 
plants, sugar plants, power plants, and oil 
refineries, as well as offshore platforms, 
barge-mounted plants and more. 

Count on Hitachi Zosen’s total engi- 
neering management for the most advanced 
processes, equipment, and plants. Because 
we’re old hands at growth...over a hundred 
year history of building better industries. 


We build industries 


Hitachi Zosen 


HITACHI ZOSEN CORPORATION 


1-1-1, Hitotsubashi, Chiyoda-ku, Tokyo 100 , Japan 
Phone: 03-213-6611 Telex: J22363, J24490 






There is more money in “the Marcos 
‘war chest” than the opposition could 
lream of raising. Yet local officials all 
wer the country have been complaining 
bat, this Christmas, the. pork barrel of 
he ruling New Society Movement (KBL) 
sontained little but lard. The president’s 
wife, Imelda, has enlivened some meet- 
ngs by bursting into song. But few Mar- 
10S posters (with the slogan “Now more 
han ever”) have been distributed, and 
tven cabinet ministers wonder when the 
Marcos campaign will really get going. : 

In the parliamentary election in May” 
1984 the KBL got 46% of the vote and two- 
thirds of the seats. Now, however, cam- 
»aign workers for both sides report that, 
imong the two-fifths of the voters who 
ive in central and southern Luzon (which 
ncludes Manila), four out of five say they 
ill vote for Mrs Aquino. One reason is 
she is the widow of the popular 
ner. ‘opposition leader, Benigno 
Aquino, murdered in August 1983. An- 
ather is that the economy looks weak. 

The Supreme Court seems to have 
surprised and disappointed the president. 
Qn December 19th, in a 7-5 vote, it 
“ejected applications for the election to 
xe declared unconstitutional. The.consti- 
tution says that an incumbent president 
must. resign if a presidential election is 
held before the end of the full six-year 
term. But the judges appear to have felt 
that the popular demand for an election 
was too strong for them to stand in its 
way..Mr Marcos could still put off an 
election by imposing martial law as in 
1972, or declaring a state of emergency. 






















Lebanon _ 


or Te fenth time. 
jive us a chance 
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‘plan for Lebanon, signed 
on December 28th, has a 











ng 
dy just survived an assassin 
apt by disgruntled people within. his 


there are reasons for hope. First, 
der of the toughest Christian mili- 
and the chief of the main Muslim 
roup put their names to the same docu- 
Second, Syria—the midwife, of the 
looks more determined: than be- 
to support these Lebanese leaders on 
the ground. 

e drawing up of the plan did not 
i great confidence. It was negotiat- 



















FROM OUR ISRAEL CORRESPONDENT 






















When the pioneers of the Church of 
Latter-Day Saints entered Utah in 1847, 
they had found their new Promised 
Land. Now they are planning to set up 
house in the old Promised Land, and the 
natives are restless. The Mormons plan a 
spanking-new university on the Mount of 
Olives, between the Apostolic Delega- 
tion and the World Federation of 
Churches. Jewish religious militants are 
outraged and rumbles are heard from 
within Mr Shimon Peres’s broad-syna- 
gogue coalition government. In Ameri- 
ca, some of Israel’s best political friends 
are deeply unhappy. 

The Mormons went by the book in 
obtaining their Jerusalem site and build- 
ing permits. When their plans came up 
for review in 1981 nobody demurred. Mr 
Peres, his deputy (and rival) Mr Yitzhak 
Shamir, and both their parties, agree 
about upholding the law guaranteeing all 
faiths’ freedom to practise in Jerusalem, 
under which some 35 or 40 Christian 
sects work quietly in the Holy City. 
Nothing legal can be done to stop the 
Mormons going ahead with their 
university. 

But their critics in Israel say that the 
Latter-Day Saints are different from oth- 
er religious sects. For a start, their young 
people are enjoined to serve two years as 
missionaries" —their word—to the un- 
converted. About 100 Mormon students 
enter Israel each year, but they sign a 
declaration that they will not engage in 
missionary work there since it is against 












































ed in secrecy by three Lebanese leaders in 
the capital of another country. That made 
the document look like an act of foreign 
intervention, which to an extent it is. 
Only one of its 24 pages deals with 
restoring civil peace. Yet it was the gun- 
men, not the professional politicians, who 
negotiated the other bits designed ‘to 
reform. Lebanon's out-of-date constitu- 
tional system. The Syrians could argue 
that the politicians were allowed to draw 
up the previous nine plans with lamenta- 
_ ble results. All the same, the new plan 
was signed without any guarantee of 
support from political leaders now“ ex- 
pected to underwrite it. 

More worrying is the fact that two out 
of the three signatories are being chal- 
lenged from within their own communi- 
ties. Mr Elie Hobeika, the leader of the 
main Christian Maronite militia, known 
as the Lebanese Forces, is particularly 
vulnerable. He came to power last May 
after. mounting a counter-coup against an 
earlier coup by fellow Christian militia- 
men who had fallen out with the Maronite 
establishment led by President Amin Ge- 
mayel’s Phalange Party: Two days after 


Promises, promises 













Israeli law to try to convert Jews. 

Rabbi Moshe Porush, Jerusalem’ s: 
leading anti-missionary, pours scorn on 
this promise. He claims that the Mor: 
mons do not feel bound by “unjust” 
laws. “Converting the sons of Judah, us, 
is a basic article of their faith”, he says 
“They regard themselves as sons of Jo: 
seph and believe there will be no Secon 
eet for as long as we and they do not 
use ” 

Mr Peres, backed by those of his 
ministers who do not belong to the 
religious parties, last week fobbed off. 
the angry rabbis with a committee that is 
to decide on the Mormon centre within 
three months. But the religious lobby’s: 
capacity for making trouble goes. far 
beyond its electoral support. At the drop 
of a skullcap they can muster 100,000. 
implacable demonstrators. Their most 
militant fringes can be deadly violent. 

Mormon officials do not answer the 
telephone, to avoid abuse and threats. 
The police are keeping a sharp eye-on 
visitors to the Mormon building site 
And realistic Israeli politicians reflect o 
the damage that could be done if the. 
anti-missionary zealots did misbehave. |. 

In the United States, a former presi- 
dent, Mr Gerald Ford, has interceded on 
behalf of the Saints. He is supported by 
number of ‘senators and congressmen, 
not all of them from Utah, who hetween 
them could exert quite an influence on 
American budgetary, aid and defence 
policy for Israel. 






















































the latest plan. was signed, Mr Hobei 
only just managed to persuade his: ov 
militia leaders to accept it. The Phalange 
Party's approval was hedged about w 
important reservations. Some Christians 
oppose the agreement so strongly that - 
they tried to kill both Mr Hobeika-and 
President Gemayel on new year’s eve 0i 
The Muslim negotiator, Mr Nabih Ber 
ri, whose Shia Muslims are the larges 
single group in Lebanon, is. only slightl 
better placed.-His own Amal movem 
is opposed by such Shia fundamenta 
organisations as the Hizbollah.. Only th 
third signatory, Mr Walid Jumblatt, hea 
of the Druzes, has his community's und 
vided backing. The other big groups, the 
Sunni Muslims and the Greek Orthodo 
Christians, are lukewarm because the 
had no part in framing the plan, 
There are, however, several points: in 
the plan’s. favour. While Lebanon’s cur 
rent president, Mr Gemayel, is to serve 
out his term, which expires in 1988, a re- 
formed and enlarged cabinet, balanced 
equally for the first time between. Mus- 
lims and Christians, is supposed to take 
shape within the next few days. Lebanese 























































INTERNATIONAL 


>i Fa F. ye tae 





cabinets usually take much longer in the 
making, so that will be an early test of the 
new plan. 

The plan has the merit of having a 
timetable. The entire reform is to be 
completed over a period of years—per- 
haps as many as ten—but the core of the 
plan is due to be implemented within the 
next 12 months. In particular, a new 
electoral register is to be drawn up and a 
general election held, by proportional 
representation on regional lists, some 
time in 1986. 

For the moment, the security provi- 
sions are the most important part of the 
plan. The Syrians, who are reluctant to 
become embroiled on the military side, 
have now promised that “Syrian units will 
be posted at different points of the coun- 
try”. This implies that they intend to 
install their soldiers as peacekeepers even 
where the Maronite militias are in con- 
trol. If so, Christian gunmen trying to 
prevent them will provide an early test of 
Syria’s will. 

Another test will be the disbanding of 
the militias. Most Lebanese people 
loathe the gunmen, whatever faction 
they belong to. Some of these armed 
thugs would have to be absorbed into a 
reconstructed national army, but a good 
many would have to lose the only job 
they have ever had. As they are the 
power-base of the militia leaders who 
have just signed the Damascus docu- 
ment, it will be a big feat by these 
leaders to disarm their own men. 


Don’t forget Israel 

As if there are not already enough differ- 
ences between the Lebanese themselves, 
and between the Lebanese and the Syri- 
ans, there is still the possibility of disrup- 
tion from other sources. Israel, especial- 
ly, hovers on the side and the Maronite 
opponents of the Damascus plan, who 
dislike the idea that an avowedly “Arab” 
Lebanon should fall under Syrian sway, 
are loyal to their old friendship with 
Israel. After trying in vain to impose its 
own peace on Lebanon after 1982, Israel 
does not want Syria to succeed instead. 

In the past few weeks tension between 
Israel and Syria has risen. Israel has 
complained about Syrian missiles in Leb- 
anon. It also wants Syria to curb the 
guerrillas who are still fighting against 
Israel in southern Lebanon. But the new 
Damascus plan says the guerrillas should 
be helped. 

Israel is unhappy, too, about the diplo- 
matic gains Syria has been making in the 
region: on December 30th, King Hussein 
of Jordan made his first visit to Damascus 
for nearly seven years. The prospect of 
Syria scoring a double success—by man- 
aging to impose its will on Lebanon while 
at the same time pulling Jordan away 
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from the idea of direct land-for-peace 
talks with Israel—does not amuse the 
Israelis. But Syria’s President Assad still 
has a long way to go before fulfilling those 
ambitions. 


Mali and Burkina Faso 


Small war near 
Timbuktu 


There is absolutely no good reason why 
the lands of the Dioula people of the 
upper Niger basin should be divided by an 
international frontier. But that is how it 
is, and the governments on either side of 
it are ready to fight over the dusty acres 
along the line. Fortunately, it seems that 
no more than a dozen people were killed 
in the brief conflict between Mali and 
Burkina Faso that petered out in a bout of 
Christmas diplomacy. 

The squabble concerns the last 125 
miles or so of a frontier whose 600 other 
miles have already been determined by a 
joint commission of the two states. The 
International Court of Justice at The 
Hague is due to rule on the final stretch 
within six months. But the rival govern- 
ments have differences that they dress up 
as an ideological conflict. President 
Moussa Traore of Mali is an old-style 
ruler in the tradition that the French 
bequeathed to the Saharan fringe. Presi- 
dent Thomas Sankara of Burkina is a 
revolutionary ex-captain who took power 
in 1983, at the age of 34, renamed his 
country (which used to be Upper Volta), 
and sacked practically everybody older 
than himself. Many of those got rid of 
were Mr Traore’s friends. 

Mali has quite a formidable and well- 
officered army, but not too much popular 
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BURKINA FASO 
* Ouagadougou 


verve behind it. Mr Sankara’s officers 
have youth and verve, but small skill. The 
census officials of the two countries came 
to count up the more-or-less itinerant 
villagers of the disputed zone, to add. 
them to their respective population — 
(7.72m for Mali, 6.58m for Burkina). 

The Burkina officials were from the 
local Revolutionary Defence Commit- 
tees—Mr Sankara’s party men, and usu- 
ally armed; the Malians were civil ser- 
vants, and no doubt stubborn. And so the 
fight began. It might have been bloody, if 
either side had trucks that worked and 
fuel for them. 

Both sides, of course, claimed to have 
inflicted body-blows on the other. Then 
their neighbours rushed in to save their 
faces. France, waiting in the wings, was, 
fortunately for its dignity, asked to keep 
clear. The local powers sorted things out 
among themselves—or rather they 
reached two rival sort-outs. One involved 
the Nigerians (who were meanwhile in- 
volved in a domestic squabble within their 
own 80,000-strong ruling army), and Col- 
onel Qaddafi’s ever-eager Libyans. The 
other involved the seven members of 
local non-aggression agreement, a 
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French-speaking, with a headquarters in 
Abidjan, capital of the Ivory Coast. and 
with the backing of the tough French 
paratroop battalions stationed in the re- 
gion. Prestige is at stake. With any luck a 
way will be devised of allowing it to be 
claimed by both lots of rival peace-keep- 
ers, and the customary quiet will return to 
the sandy wastes to the south of 
Timbuktu. 


South Africa 
Not wholly a 
lunder 


“FROM QUR SOUTH AFRICA CORRESPONDENT 





























The South African government's talent 
for being its own worst enemy is well 
nown. So it is tempting to dismiss the 
event harassment of Mrs Winnie Man- 
ela as just another blunder. What began 
a. government concession, with the 
nding of Mrs Mandela’s banishment to 
he remote Orange Free State townlet of 
andfort, turned into a series of cha- 


A bridge too far? 


FROM OUR SPECIAL CORRESPONDENT IN BAHRAIN 










A 15-mile causeway between Saudi Ara- 
bia and Bahrain is built, but nobody is 
allowed to use it. Its opening was sched- 
uled for last month, but at the last 
“minute was postponed until the end of 
1986. The official reason was that the 
customs posts and some of the approach 
roads are not yet ready. But a lot of 
people in Bahrain reckon that the gov- 
ernment is deliberately dragging its feet 
because it is worried about the effects 
the causeway will have on Bahrain's 
society and economy, 

The causeway, which has cost more 
than $1 billion, was paid for by Saudi 
Arabia. The Bahrainis have always been 
ambivalent about the idea of this link, 
which had been mooted for 30 years, but 
Saudi Arabia's economic and political 
dominance of the Gulf means that a little 
country like Bahrain is not likely to 
refuse anything that the Saudi Arabian 
government has set its mind on. Howev- 

















































rades, with the police dragging a protest- 
ing Mrs Mandela from her Soweto home, 
forcing her car to a halt on the Johannes- 
burg airport highway, and wrestling with 
her under the gaze of television cameras. 

The government's mistake was to sub- 
stitute the order banishing Mrs Mandela 
to Brandfort with another which said she 
was free to attend gatherings and to go 
anywhere in the country—except her own 
home in Soweto, As Bishop Desmond 
Tutu observed, “It’s crazy”. It was also 
tailor-made for a campaigner as doughty 
and as deft with publicity as the wife of 
Mr Nelson Mandela, the imprisoned 
leader of the outlawed African National 
Congress. 

The ham-fisted treatment of Mrs Man- 
dela may, however, have been not so 
much a blunder as deliberate. The gov- 
ernment is trying to make a point. With a 
dozen civilians killed by landmine explo- 
sions in the northern Transvaal-and by a 
Christmas eve bomb in a shopping centre 
near Durban, there is a surge of feeling 
among whites against the ANC. It has 
given President Botha a chance to 
counter the growing pressure on him to 








er, it may now be trying to negotiate 
conditions with the Saudis to reassure 
itself that the link will do more good than 
harm. 

Bahrain is already the playground of 
the Gulf: alcohol is freely available, and 
there are nightclubs and cabarets in the 
hotels. The Bahraini government, which 
has hardly any oil revenue. is keen to 
build up the island as a service centre, 
and is building a $180m Arabian Disney- 
style entertainments park to attract 
visitors. 

Easy access along the causeway would 
mean more Saudi customers for the 
Bahraini tourist attractions. It would 
also mean more cars on the tiny island— 
according to projections, up to 30,000 a 
day by the year 2000---and more Saudis 
indulging in the alcohol that is forbidden 
them at home. Some Bahrainis say that 
the Saudis who come to Bahrain will be 
the wrong class of person, since rich 







g press. > : 

With the backing of the powerful State 
Security Council, he has launched a new 
campaign against the ANC. Clandestine 
raiders—almost certainly - South Afri- 
cans—have made another attack onthe 
state of Lesotho. South African troops 
have slipped across the border to warn 
Swazis that if they harbour ANC members 
they, too, will be raided. South Africa has 
also warned Zimbabwe, Botswana, Mo- 
zambique and Zambia. Inside South Afri- 

|. ca, Mrs Mandela is the most visible sym- 
bol of the ANC. 

For four months, since Mrs Mandela’s 
house in Brandfort was fire-bombed, the 
government had turned.a blind eye to her 
living in her Soweto home in. defiance of 
the banishment order. Suddenly this tol- 
erance was no longer compatible with the 
new policy of toughness towards the ANC. 
Her defiance. had to be ended, wh 
meant forcing her to leave Soweto. The 
clumsiness was in trying to soften an act 
of reprisal by coupling her eviction from 
Soweto with.a relaxation of the original 
banning order. That is what made it look 
crazy. 










Saudis go to Cairo or Europe for their 
entertainment. The Bahrainis are not 
chiefly worried that drunken Saudis will 
drive themselves off the causeway: there 
is also a fear that Saudi Arabia will. 
eventually put pressure. on the Bahraini 
government to ban drink and nightclubs, « 
and that. Bahrain will become as dull as 
Saudi Arabia is. 

The . causeway’s economic effects 
might not all be good, either. True, it 
will give Bahraint merchants a bigger 
market for their goods; but, by the same 
token, it will give the big Saudi Arabian 
companies easier access to the Bahraini 
market. Prices in Bahrain are higher ĝ 
than anywhere in the Gulf region not: 4 
only because of the transport costs, but 
also. because Bahraini. traders take big 
margins. They do not welcome the pros- 
pect of tough competition from the big 
Saudi companies which import goods in 
higher volume and therefore at lower 
cost. 

Bahraini manufacturers are also com- 
plaining. Saudi Arabian companies get . 
higher subsidies than they do, so can 
produce goods more cheaply. As both 
countries are part of the Gulf Co-opera- 
tion Council, Bahrain cannot charge im- 
port duties on Saudi Arabian goods, so 
the Bahraini manufacturers are worried 
that they could be wiped out. 

Prices in Bahrain are bound to fall 
once the causeway is opened, so its 
consumers will benefit. But, in Bahrain 
as elsewhere, consumers are a less effec- 
tive lobby than businessmen. In the end, 
however, even the interests.of Bahraini 
business will have to bow to Saudi Arabi- 
an wishes. soos 


Dallas, 1984: a movement for conservatism, or a movement for Reagan? 





The restless coalition of the 


right 


WASHINGTON, OC 


America’s new conservatives are a motley army, fighting fit but lacking 
a commander-in-chief. Five years ago the vanguard of this army, with its 
target set on a new millennium, was marshalling around the newly 
elected President Ronald Reagan. Now, a year into Mr Reagan’s second 
term, the conservatives feel themselves leaderiess. Many are disillu- 
sioned, almost contemptuously, with Mr Reagan and dissatisfied with 

e slowness of the rightward march. Most are unsure about whom they 

hould be backing at the next presidential election 


The field commanders of this army are to 
be found among the geostrategists, vigi- 
lant to the danger of defeatism and com- 
placency in the global war against com- 
munism; the populists, alert to the decline 
in moral standards; and the religious 
right, proclaiming biblical doctrines. A 
general staff, plotting strategy, is implant- 
ed in the newish right-wing think-tanks, 
foundations and university departments. 
The movement's philosophers are the 
tiny semi-detached group, mainly Jewish 
or Roman Catholic, known as neo-con- 
servatives. And the foot soldiers are the 
decent, middle-class men and women, 
many of whom organise their lives round 
their church, who believe their traditional 
values to be at stake. 

One faction of these fighters, planners 
and thinkers contends that the invasion of 
political territory has advanced to a re- 
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spectable depth. Conservatives may not 
have been able to change either the law or 
people’s outlook as much as they had 
hoped; they have not been able to take, 
or to hold, as many of the key positions as 
they had planned to do. On the other 
hand, their commandos are strategically 
placed in middle and lower ranks. Con- 
servative views are influential in Republi- 
can counsels—and acceptable to the 
country at large in a manner that would 
have been unimaginable a few years ago. 
Liberal Republicans are not much heard 
from. The foundations, it is claimed, have 
been laid for a conservative capture of the 
Republican Party: views that are influen- 
tial now will prevail later. 

Improbable, retort the more pugna- 
cious unit commanders, visionaries who 
disdain the notion that politics is the art of 
the possible. Disappointed with the pro- 








gress, they argue that conservatives 
should cease trying to operate through 
surrogates. Instead, they say, they should 
set their target at winning control for 
themselves, putting their own man in 
power. The conservative activists who 
laboured within the Republican appara- 
tus at the past few elections helped the 
party to win votes, seats and power but, 
say the disgruntled ones, the results did 
not adequately advance their own cause, 
their own vision of society. 

“We have to choose between influence 
and power,” argues Mr Howard Phillips, 
who runs the Conservative Caucus, a 
grass-roots organisation unhesitatingly on 
the offensive. Influencing people, he 
maintains, has not worked. The two peo- 
ple whom, above all others, the conserva- 
tive movement hoped to influence have 
turned out a disappointment, letting the 
movement down. Richard Nixon was the 
first; Ronald Reagan is the second. 





Terms of trouble 


A “conservative movement” with mem- 
bers who speak of Mr Reagan as a wimp? 
American political epithets do not travel, 
or age, at all well. These new conserva- 
tives are not necessarily Republican but, 
at least for the present, their policies are 
served by a Republican Party framework. 
Yet, plainly, the comfortable adage that a 
conservative Republican is a fellow who 
thinks that new ideas shouldn't be tried, 
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hopelessly out of date so far as the new 
breed of conservative Republicans is 
concerned. : 
Both the Republican and the Demo- 
cratic Parties have, and have always had, 
conservative wings. But the country has 
had no clear conservative tradition, either 
<in the Gilbertian party-political sense of 
every little boy or girl being either a 
conservative or a liberal (the terminologi- 
problems of “liberal” are even more 
tpentine) or in the self-identifying sense 
of Americans being inclined, and proud, 
to call themselves “conservative”. 

_ The publication in the 1950s of a clutch 
of books, in particular Mr Russell Kirk's 
“The Conservative Mind”, generated a 

v basis for political-science discussion, 
and people slowly began to see conserva- 
as a title of honour. Yet, even in the 
1950s, conservative . standard-bearers 
uch as Senator Robert Taft often pre- 
tred to use the phrase: “classical liber- 
In a sense, the term “conservative” 
as up for grabs, and it was grabbed 
uring the 1970s by people who for differ- 
ent, but often interlocking, reasons be- 
eved that their country should be turned 
around, away from what was judged to be 
a false course. 
. To turn a country around is a revolu- 
tionary or at least radical, rather than 


conservative, concept. Yet the new activ- 
ists reject the “radical right” label that is 
often applied to them, particularly by 
their opponents. Their aim, they say, is 
neither revolutionary nor counter-revolu- 
tionary; they do not seek, for instance, to 
rn the clock back on the major civil- 
rights. changes. of the 1960s. They do, 
however, seek to limit the damage that 
they believe to have been caused by a 
series of foreign-policy and: domestic- 
policy. mistakes, to reawaken Americans 
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WAITING KR REAGAN 





“to the priorities of their country's 
role and to resurrect a more traditional 


and moral mode of behaviour. 

Sometimes the activists are called 
“new” conservatives to distinguish them 
from “classical” conservatives, the more 
familiar brand of conservative who ac- 
knowledges fiscal responsibility and. who 
resists state intrusion into private life. 
The brand label preferred by many of the 
men and women of the new right. is 
“movement conservatives”. This is an 
awkward mouthful that others decline to 
adopt (and in this article please accept an 
unadorned “conservative” as a move- 
ment or new conservative). 

Yet the term “movement” makes a 
historical point, dating back to the early 
1960s and the attempt to make Senator 
Barry Goldwater president. Movement 
conservatives, like wine, are judged by 
their vintage, and 1964 was a good year. 


Many of today’s conservative leaders be- ` 
gan their political careers as members of a’ 


political youth movement campaigning 
for what, in those days, seemed an out- 
landish cause. Mr Goldwater remains a 
folk-hero though he, again like wine, has 
matured and his words are now far 
smoother than the harsh gospel of some 
of his disciples. 

The second seminal date for movement 
conservatives is 1972-74, President Nix- 
on’s brief second term. Generous-minded 


right-wingers gave Mr Nixon the benefit 
of the doubt in his first term by accepting 
that his majority was too narrow to allow 
for much innovation. In the second term, 
after a clear ideological win over Mr 
George McGovern, the excuses ran out: 
Mr Nixon was held accountable for letting 
down the right in both foreign and domes- 
tic policy. He was dismissed as a conser- 
vative pretender. True believers gathered 
together to define their philosophy and 
their strategy. 


, tive to a movement that. plugged old-new ; 









































Building the - 
network 





The conservatives’ overwhelming advan- 
tage, then and now, is their claim to 
possession of so many ancient and widely 
accepted values: the importance of fam- 
ily, neighbourhood, religion, law and or- 
der, discipline, decency. By the mid- 
1970s Americans had become alarmed by. 
the loss of nuclear superiority, by crime, 
by rebellious children, by noisy feminism, 
by the open emergence of homosexuality, 


| by the decline of the family unit. Deep in 


the backwash of the liberal tide (what 


“conservatives call the “‘counter-culture”’), 


Americans were in a mood to be recep- 






virtues. 

Yet Washington remained a libera 
dug-out. The capital was not bare of 
conservative. purveyors. of ideas: the 
American. Enterprise Institute, for -in- 
stance, supplied the brains behind the 
Goldwater campaign: But the institute 
had become, the militants thought, too 
stodgy and academic—a place where poli- 
ticlans could rest before they moved on. 
The policies and the philosophies being 
aired by the power-brokers of Washing- 
ton were not greatly touched by the new 
conservatism. 

This encouraged:a group of activists to 
get together to break the liberal monopo- 
ly in ideas and institutions. Mr Phillips 
started his Conservative Caucus; Mr Ed- 
win Feulner and Mr Paul Weyrich started 
the Heritage Foundation. Mr Weyrich, 
too much a brawler to stay out of the fray, 
moved on to form the political action 
committees that lobbied to swing Con- 
gress to the right. Mr Richard Viguerig 
started his direct-mail operation to gather 
in, with outstanding success, Republican 
votes and money. The Rev Jerry Falwell 
pulled together the Moral Majority, a 
conservative evangelical coalition, 

All this institutionalisation was intend- 
ed to beat the liberals at their own game. 
The three aims were, first, to place ultra- 
conservative thinkers in positions from 
which they would be able to present 
policy choices to the administration; sec- 
ond, to disseminate conservative views so 
broadly and so authoritatively that they 
gained the same kind of common-curren- 
cy value that liberal views already had; 
and, third, to facilitate the election or 
appointment of conservative politicians 
to jobs of authority and influence. 

President Reagan’s own election and 
re-election notwithstanding, the conser- 
vatives have been more successful with 
their first two aims than with their third. 
Nobody, these days, can complain of a 


shortage of conservative publicity or of a 
press and television grudging of space and 
time. Mr Reagan and his men are bom- 
barded with conservative policy papers. 
Ideas that would have seemed far-out ten 
or even five years ago are now regularly 
aired by the administration and by con- 
gressmen, at seminars and in television 
discussions, in newspapers’ editorials and 
on their opinion pages. Yet, so far, the 
conservatives have done better in pushing 
their views than in pushing their people. 

Several of those who made it to the top 
have come to grief: Mr Richard Allen at 
the National Security Council; Mr James 
Watt at the Interior Department. Others 
failed to get through the Senate’s wall of 
fire at confirmation stage: Mr William 
Bradford Reynolds, Mr Donald Devine 
(when they were put up for promotion), 
Mr Leslie Lenkowsky, Mr Ernest Lef- 
ever. Mrs Jeane Kirkpatrick, a conserva- 
tive newcomer whose combative spell at 
the United Nations catapulted her into a 
star role, was blackballed for a top for- 
eign-policy job. Mr Edwin Meese, the 
attorney-general, and, to a lesser extent, 
Mr Kenneth Adelman, the director of the 
arms-control agency, are new-conserva- 
tive successes: both had the advantage of 
a presidential bulldozer demolishing dis- 
sent when their confirmation by the Sen- 
ate was in danger. 

Conservatives attribute their failures to 
lack of experience in the wheeling-deal- 
ing inner politics of Washington. “We 
were crude and we were amateurs,” they 
say; “we will be not be caught short next 
time.” In preparation for that next time, 
the movement is concentrating on per- 
sonnel and placement, making sure that 
the “right” people obtain jobs, and expe- 
rience, in the middle and lower ranks of 


the bureaucracy. 

a Young job-seekers, with true-blue cre- 
dentials, are siphoned to the Leadership 
Institute, run by Mr Morton Blackwell, 
for training. If a graduate can show the 
correct background—conservative activ- 
ism at college (being a member, for 
instance, of the Intercollegiate Studies 
Institute) plus, probably, campaigning for 
a right-wing congressman—he can be car- 
ried on by transmission belt to a strategic 
place fairly low down in the civil service. 
From this stepping-stone he clambers his 
way upward, learning the ropes, making 
useful friends. Thus, when at last he faces 
the Senate, to win confirmation as, say, 
an assistant secretary, he has the right 
answers, the right experience and the 
right contacts. The jargon-filled talk is of 
people being “credentialled” or 
“networked”. The effect is that a layer of 
ultra-conservative operatives is in place, 
winning experience in Washington's 
ways, and waiting their own and their 
movement's chance. 
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Slaughter of the 
innocents 


A crusade calls for a cause. Liberals in the 
1960s campaigned for civil rights or 
against the Vietnam war. Many conserva- 
tives, though by no means all, believe that 
their attempt to change the law on abor- 
tion provides them with a cause that is no 
less rousing than the liberal causes of 20 
years ago. And so, in a way, it does. 
Abortion is a life-and-death issue about 
which many people feel passionately. 
Leaders of the anti-abortion campaign 
insist that their propaganda is not exces- 
sive when it speaks of the “holocaust” 
that over the past ten years has claimed 
the lives, in America alone, of some 15m 
unborn children, 

The villain in the case, for them, is the 
Supreme Court which, in its 1973 Roe v 
Wade judgment, ruled that the constitu- 
tion protects a woman's right to end her 
pregnancy. The right-to-life movement 
claims that this ruling, excluding unborn 
children from the protection of the law, is 
on a par with the infamous Dred Scott 
judgment in 1857 which excluded slaves 
from the constitution’s protection. Deter- 
mined to overturn it, they are fighting, 
through the courts, Congress and public 
opinion, to restore to state governments 
the power to decide on the legality of 
abortion. 

Mr Weyrich, a rough-and-tumble pop- 
ulist conservative who comes from a Ro- 
man Catholic blue-collar part of Wiscon- 
sin, has made the abortion issue his battle 


For many, the cause is as rousing as Vietnam or civil rights 


AN SURVEY 


SONG Ra ae 
a 4s = 
Se Sy Ten 


AMERIC. 








cry. He is a populist not in the bread-and- 
circuses sense (the really poor, and mi- 
nority groups, get scant attention from 
current right-wing populists) but in the 
sense of appealing to traditional middle- 
class beliefs and fears. He, and the lobby- 
ing groups that he runs, concentrate on a 
host of social issues. They wage war for 
tuition tax credits (to help parents send 
their children to private schools), for 
private retirement schemes (as opposed 
to social security), for self-help (as op- 
posed to the welfare ‘industry”) and for 
some form of voluntary school prayer. 
They wage war against homosexuality, 
promiscuity, pornography, positive dis- 
crimination on behalf of minority groups 
and women, welfare cheats, gun control 
and, above all, abortion. 

Other members of the conservative 
coalition accept the populist line, not 
because they agree with all of it but 
because some of it serves their own inter- 
est: religious factions, for instance, lobby 
for school prayer in public schools or 
tuition tax credits to help parochial (de- 
nominational) schools. The issues are, in 
a sense, code words: at “abortion” bulbs 
light up registering lack of control, de- 
cline of family, infanticide; opposition to 
“school prayer” carries intimations of 
indiscipline, drugs, lack of authority, 
sloppy dress. 

The irony in all this is that a conserva- 
tive movement which stands for sturdy 
individual freedom, against the extrava- 
gance, impositions and intrusions of big 
governments, is prepared to intrude it- 
self, bursting with moral tutelage, into so 
intimate a host of bedroom and religious 
matters. 
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edom fighting 
. President Reagan's instincts, his conser- 
vative critics allow, are sound on both 
‘domestic and foreign affairs; their criti- 
ism is that he is persuaded by the prag- 
matists around him to let his head rule his 
heart. The president, they say, is a fine 
and popular head of state but a poor head 
of government, not equipped to stand up 
o wrongly chosen advisers. And if one 
dviser, the attorney-general, Mr Meese, 
he hero of the conservatives’ domestic- 
olicy agenda, another, the secretary of 
state, Mr George Shultz, is the knave of 
the foreign-policy agenda. 

Mr Meese, in part through his sponsor- 
ip of ideologically sound federal 































































ifficult offensive on behalf of the anti- 
bortionists, the champions of voluntary 
prayer in schools and—the campaign 
most likely to succeed—the white work- 
ers who resist reverse-discrimination to 
help minority groups. But Mr Shultz, say 
the new conservatives (in their more 
temperate moods), lacks an ideological 
sion of America’s role in the world. 
And without such a vision, the secretary 
of state is vulnerable to the self-interested 
__ advice of his businessmen friends and to 
the pragmatic persuasion of the diplomats 
in the State Department. 
_ The secretary of state, by all less de- 
manding standards a sturdily conservative 
gure, enjoys the president's confidence 





The economists among the new conser- 
vatives see Mr Reagan in much the same 
way as do the foreign-policy specialists: 
he is, at heart, a believer like them—but 
without the guts or the gumption to 
override the pragmatists who surround 
him. Men such as Mr David Stockman 
(former director of the Office of Man- 
agement and Budget) and Mr James 
Baker (once chief of staff at the White 
House and now treasury secretary) have, 
say the supply-siders, exploited that 
weakness and fatally undermined what 
might have been a genuine Reaganomic 
revolution. 

In the beginning, there was light. Tax 
cuts enacted in 1981 were straight from 
the supply-side manifesto, At that time 
¿the policy impetus was from the Trea- 
Sury, which had been galvanised by an 
influx of Reaganite tax-cutters. The most 
“influential of the new. boys were all 
devout believers in the Laffer. curve—an 
‘economic truism which says that, after a 
certain point, higher tax rates cut reve- 
nues by eliminating the. incentives to 
work and make profits. The question, of 









dges, is preparing the ground for a still- 


_ The joyful science 


but is harassed unceasingly by the right 


“wing of his party. One example is his 


difficulty in winning senatorial approval 
to move or promote his ambassadors; the 
whole process was held up for weeks in 
1985 until he struck a rather unhappy 
bargain with Senator Jesse Helms, the 
right's front man in the Senate. The right 
would be triumphant should Mr Shultz 
decide to call it a day. 

The world vision of the new conserva- 
tives is internationalist and intervention- 
ist. Accepting a live-and-let-live 
mate with the Soviet Union is eschew 
as defeatism: a continuing war, both 
global and regional, between the commu- 
nist and capitalist systems has.to be ac- 
knowledged and: accepted. Treaties. be- 
tween the. United States and the Soviet 
Union are seen as snares and delusions. 
The Strategic Defence Initiative is the 






because star wars offers a defensive 


brella (although this is how the idea is- 


sold to the public) but because the’ project 
will catapult American military. technol- 
ogy far ahead of the Soviet Union’s, 
reviving the pre-1970s era of American 
nuclear superiority. 

Strong-willed allies should be encour- 
aged and helped; the weaker-willed, in- 


cluding perhaps the West Europeans.) 


may have to defend themselves against 
Soviet encroachment. The Monroe Doc- 


trine, under which the United States: 


assumed a certain responsibility forthe 
western hemisphere, needs, say the con- 
servatives, to be resurrected and en: 


course, was whether tax rates in 198] 
could be considered at or-beyond, that 
certain point. The supply-siders:in the” 
Treasury said that they were, and so: 
should be cut, and government revenues. 
would simultaneously increases: | 

Within weeks of Congress. passing the 
tax-cutting bill, the evil forces of prag- 
matism were at work. According to new- 
conservative theology, Mr’ Stockman 
used alarmist OMB forecasts of budget 
deficits as a lever to force the president 
to put taxes back up again-——which he did 
in a limited way in the following year, 
The new conservatives say that Mr 
Stockman and Mr Baker went behind 
the president’s back, forming their own 
alliances with old-fashioned fiscal con- 
servatives in Congress: Mr Reagan's 
closest advisers conspired with the ene- 
my to emasculate his policies. 

Concern over. budget deficits is the 
biggest difference of economic substance 
between old and new conservatives. The 
old school thinks that budget deficits are 
“a burden that governments place on the 
economy: they use up scarce financial 





stale- 




























centrepiece of conservative: str t: 


; doubt on the links between high govern- o 
¿mënt borrowing and high interest rates. 


“Baker: Monetary poli 


been no clear-cut confrontation between 
the Reagan administration and its vision- 
ary critics to the right. The American- 
Soviet summit was survived, the conser- 
vatives believe, without lasting damage: 
the Heritage Foundation had provided 
Mr Reagan with a briefing book that 
included a four-minute warm-up before 
each session, réminding the president of 
the nature of the Soviet beast. 
On regional issues—particularly those 
erning aid for. “freedom-fighting” 
‘illas—the president’s right-wing crit- 
ics are more agitated. Their wrath has 
recently concentrated on the administra- 
ion for its hesitations in helping Mr Jonas 
s guerrillas in Angola. Although, 
ost Americans, this is a relativel 
ns air, it contains elements that se 
con tive anger ablaze: freedom fight- 
ers ranged against a Marxist government 
propped up by Cuban soldiers; American 
nmercial interests (the Gulf-Chevron 
ns in- Cabinda): muddying an 
ideological. imperative; intrusion by the 
despised United Nations; State Depart- 
ment professionals at work; liberal lobby- 
ing against South Africa's racial policies 
(although on South Africa the conserva- 
tives are themselves divided). 
or reasons that have little to do 
with Mr Savimbi's own political views, he 
-and his freedom fighters have become:a 
celebrated cause for the right-wing move- 
ment. Conservatives who take issue with 









$. resources, they force up interest rates 
and-they create a financial liability for 


future generations—an exercise of 


“, doubtful morality. Supply-siders care lit- 
«o tle about balancing the budget as an end 


in. itself. Their academic literature casts 





Although supply-siders stress the need to 
cut government’ spending, they reckon 
that it matters little from a demand- 
management point of view whether the 
spending that remains is financed by 
taxes.or by borrowing. And since higher 
taxes do more to dampen incentives than 
big deficits do, new conservatives do not 
make deficit-reduction their top priority. 

In any event, supply-siders. refuse to 
blame the current $200 billion deficits on 
the 1981 tax cuts. The fault, they say, lies’. 













_with the vigour-sapping tax increases 


that followed, and ‘with’ an overtight 
monetary policy, which drove up interest., 
rates. and hence the cost of servicing the ` 
national debt. They resent that monetary 
policy. and the independence of the 
Federal Reserve Board which conducted 
it, almost as much as the duplicitous 
manoeuvring of Mr Stockman. and Mr 
¿they argue, 







the administration for being too cautious 
in foreign affairs have pinpointed their 
dismay on an affair in which they can 
discover so many of the characteristics 
they most suspect. 





The mugged ones 


Vintage conservatives turn up their noses 
at the neo-conservatives. Yet they admit 
the usefulness of the intellectual gifts and 
industry of these latecomers. 

Most neo-conservatives are not partic- 
ularly happy with the epithet, sardonical- 
ly planted on them by a socialist commen- 
tator. Nearly all of them share the 
experience of having switched from a 
liberal to a right-wing outlook, mainly for 
foreign-policy reasons: Mr Irving Kristol, 
-\ways known for some reason as the 
group’s godfather (he himself was never a 
liberal, having reached neo-conservatism 
straight from Trotskyism), calls it being 
“mugged by reality”. 

An articulate and busy lot, the neo- 
conservatives have influence beyond their 
numbers. Books and articles fly off their 
word-processers. They run two or three 
influential magazines of their own. Mr 
Kristol’s magazine the Public Interest has 
just celebrated its 20th anniversary; it has 
now been joined by a foreign-policy coun- 
terpart, the National Interest. Mr Norman 
Podhoretz’s monthly Commentary pre- 
sents right-wing guidelines with a heavily 
pro-Israeli slant. Neo-conservatives share 


should have accommodated a supply- 
side expansion of the economy; instead it 
counter-balanced what the Fed deemed 
to be an inflationary fiscal policy. 

To reduce the Fed’s discretion and 
bring monetary policy into line, most 
supply-siders are keen on a return to the 
gold standard. (Under a system of fixed 
exchange rates, the authorities have to 
yield control of the money supply in 
order to balance supply and demand in 
the foreign-exchange market.) Others 
want Congress to pass a law that would 
bring the Fed under formal Treasury 
control—or, at the least, give the Trea- 
sury a seat on the board of governors, 

For a time it seemed that the White 
House might act along these lines. Mr 
Reagan and his then treasury secretary 
(now chief of staff), Mr Donald Regan, 
made a series of public attacks on the 
competence of Mr Paul Volcker, the 
Fed’s chairman. But the new treasury 
secretary, Mr Baker, needs Mr Volcker’s 
co-operation to carry forward his initia- 
tive on world debt. Relations between 
the administration and a Federal Re- 
serve Board that is still utterly out of 
sympathy with the tenets of Reagano- 
mics have grown suspiciously warmer. 
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Vehicles for the onslaught of ideas 


with conservatives a belief that the Soviet 
Union is an overriding threat to the 
western world plus, to a lesser extent, 
opposition to a centralised bureaucracy. 
They differ, sometimes, on social, moral 
and religious affairs; some of them still do 
not vote for President Reagan. 

Their conviction that it is the duty of 
the United States to stand ready to inter- 
vene on behalf of anti-communist allies 
springs, at least in part, from the fear that 
post-Vietnam Americans might not be 
prepared to take interventionist risks on 
behalf of Israel (many of the neo-conser- 
vatives, including Mr Kristol and Mr 
Podhoretz, are Jewish; others are Roman 
Catholic, a few are Protestant). An isola- 
tionist America withdrawn into itself is 
perceived as the main danger. A country 
that is not prepared to come wholeheart- 
edly to the aid of “friends” in Cambodia, 
Nicaragua and Angola might not, one 
day, rally to an endangered Israel. 

Mr Michael Novak, one of the Catholic 
neo-conservatives, was mugged by a 
slightly different reality. He reacted 
against the burden of guilt and angst that 
so many Americans carry around with 
them: what Mrs Kirkpatrick has called 
“blaming America first”. And he reacted 
against the snobbery that he found in 
American intellectual life towards bour- 
geois values and traditions. Casting away 
the remnants of liberal self-criticism, ex- 
aggeration and snobbery, he started to 
sing the glories of democratic capitalism. 

There is a school of thought that be- 
lieves if a policy does not hurt, it cannot 
be good for you. The conservatives, neo- 
and new, as they rattle out tax cuts and 
hope, economic growth and jobs, do not 
subscribe to it. They are not, as Mr 
Kristol has written, in the despair 
business. 


AMERICAN SURVEY 








Glory Halleluia 


The excitement over electronic bible- 
thumpers disseminating their fundamen- 
talist message the length and breadth of 
America’s southern states has long since 
died down. Yet now, more than ever, 
conservative politicians are looking to 
white evangelicals (the lowest estimate of 
their numbers is 20m) as a great untapped 
reservoir of support. And a Pentecostalist 
preacher, the Rev Marion (Pat) Robert- 
son, is being semi-seriously canvassed by 
several conservative activists as their next 
presidential candidate. 

The labels “evangelical” and “funda- 
mentalist” are almost as nebulous as 
“conservative” or “liberal”. The terms, 
often used interchangeably, signal Protes- 
tants who make a gospel-based religion 
the centre of their lives, who have experi- 
enced an intense personal religious expe- 
rience and who may hold fundamentalist 
views on the literal truth of the scriptures. 

A recent public opinion survey showed 
evangelicals to be swing-voters, and 
sometimes non-voters. They are by no 
means automatic Republican supporters; 
indeed many, for traditional or geograph- 
ical reasons, were long taken for granted 
by the Democrats. They supported Mr 
Jimmy Carter, a born-again Southern 
Baptist, in 1976 but then, feeling betrayed 
by Mr,Carter’s stand on such issues as the 
Equal Rights Amendment for women, 
began to turn to Mr Reagan in 1980. By 
1984, about 80% of self-identified white 
evangelicals are estimatéd to have voted 
for Mr Reagan’s re-election. The turn- 
about would have been less dramatic, say 
conservatives, if the Democrats had not 
chosen Mrs Geraldine Ferraro, the epit- 
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Bush, Dole, Kemp, Gramm and Robertson—battling for the heart of the party 


ome of an east-coast liberal, as Mr Mon- 
dale’s running-mate. 

Conservative, and Republican, politi- 
cians hope that this army of evangelicals 
and fundamentalists will follow their is- 
sues permanently into the right-wing po- 
litical camp. But can not-very-political 
religious men and women be successfully 
politicised? They have to be convinced of 
the new right’s claim to stand for decency, 
duty and devotion, its dedication to a 
course of action that will reverse what so 
many of them see as a decline in moral 
standards. And they have to overcome 
their own prejudice: many Protestant 
evangelicals were brought up in an atmo- 
sphere deeply suspicious of Judaism and, 
even more, of Roman Catholicism. The 
bringing together of evangelical Protes- 
tants, mainly from the rural South, and 
lower-middle-class Roman Catholics, 
mainly from the urban North, within the 
right-wing coalition is by itself a remark- 
able achievement. 

Mr Richard John Neuhaus, a Lutheran 
theologian, writes in his book “The Na- 
ked Public Square”: “The new right is the 
base phenomenon and the religious new 
right is its division in charge of marshal- 
ling the troops around what are defined as 
the moral issues.” Training schools, it is 
said, are being set up to teach these 
religious-minded people the knockabout 
business of political warfare. But the 
loyalty of these foot soldiers to the right- 
wing political cause cannot, at least yet, 
be taken for granted. 





The quest for a 
leader 


“When we all met for the first time at 
lunch a few years ago.” remarked a semi- 
detached member of the conservative 
coalition, “we couldn't think what to say 
to one another.” People who approached 
their conservatism from a range of an- 
gles—populist, religious, economic, stra- 
tegic—found that they had been lumped 
together as a slightly trendy “new right” 
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group by political commentators anxious 
to find a pattern to the election of an 
ideologically committed president. The 
heterogeneous group set out to find their 
common denominator. In the process, 
prophecies about new-right cohesiveness 
became, to some extent, self-fulfilling. 

Frustration over the limited progress 
that conservatives have been able to 
make under President Reagan in imple- 
menting either their domestic or their 
foreign-policy agenda has encouraged 
them to raise their stakes for the next 
presidential election. “We must find a 
candidate", says one conservative with 
the hint of a ventriloquist about him “who 
not only has the ability to marshal support 
for our vision but also the character to 
implement it.” 

The most zealous of the conservatives 
agree only on whom this candidate should 
not be: Vice-President George Bush, the 
Republican Party's favourite. Despite Mr 
Bush’s claim to Texan legitimacy, and his 
intensified attempts to portray himself as 
Mr Reagan's natural, and very conserva- 
tive, successor, the vice-president still 
stands for those east-coast, moderate- 
Republican establishment values that 
most of the new right is rebelling against. 
But here, too, there is no unanimity: the 
Rev Jerry Falwell, who as leader of the 
Moral Majority lobby can take a fair bit 
of credit for the surge of newly registered 
voters, has given an early blessing to Mr 
Bush. 

Other well-established candidates get a 
scattering of faint praise. Senator Robert 
Dole, in particular, is respected by many 
conservatives. His voting record is right- 
wing and his skill at managing the Senate 
is admired: Mr Dole, in fact, is a politi- 
cian who gets on with most people. 
Among the less well-established, conser- 
vatives keep their eyes on a number of 
up-and-coming hopefuls, including Sena- 
tor Phil Gramm from Texas. But it is 
early days for the aggressive Mr Gramm, 
who left the Democratic Party only two 
years ago. 

Representative Jack Kemp, the eight- 
term congressman from New York and 
the prophet of supply-side economics, is 





still the right's favourite son. But the 
favour is neither unanimous nor enthusi- 
astic. Conservative activists suspect Mr 
Kemp of closet liberalism and attack him 
as a big spender. He outraged anti-com- 
munist vigilantes by his support for limit- 
ed sanctions on South Africa; he is ii 
danger of boring the “moral"’ crusaders 
with his concentration on monetary 
themes. Mr Kemp has counter-attacked 
on both fronts: by supporting aid for Mr 
Savimbi's Angolan rebels and by his bid 
to stop federal money from going to 
family-planning clinics where clients 
might be advised on the possibility of 
abortion. He may win forgiveness for 
himself—but probably only in default of a 
better alternative. 

Conservatives are seeking an alterna- 
tive outside traditional channels. One 
unorthodox candidate whose name keeps 
coming up is Pat Robertson, the televi- 
sion evangelist. The son of a Democratic 
senator from Virginia, Mr Robertson, a 
Pentecostalist who speaks direct to God 
and heals the sick through his faith, has 
built up his Christian Broadcasting Net- 
work into a $230m-a-year empire; the 
daily talk show which he comperes i 
transmitted by 190 television stations an 
reaches millions of households. His abili- 
ty to raise money and command devoted, 
combative support is unquestioned. He 
has not yet said yes or no to a presidential 
race; he awaits instruction from God. But 
he has set up a political action committee 
and has been speaking recently not so 
much with tongues as with a politician's 
reasonableness. The country, he says, is 
looking for somebody who will stand tall 
on moral issues. 

“There is an intense battle raging in 
this land,” writes Mr James Watt in his 
book “The Courage of a Conservative”. 
Some of the more impatient conservative 
activists are almost ready to call a plague 
on both political parties. Mr Phillips, for 
instance, would like Mr Robertson, who 
is a Republican, to run for the presidency 
as an independent. Visions of a Conserva- 
tive Party? One day perhaps, but proba- 
bly not while the war to capture the Heart 
of the Republican Party still rages on. 
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British Airways 


BRITISH AIRWAYS HALF YEAR. RESULTS 


The Board ith Ary Pc nuns ta for thes mont ene 
; 30th September 1985, ; 


J AIRLINE OPERATING SURPLUS (Note 1) 


= - -Operating profit/(loss) on other activities. 
<: Other income, including: related ee 


; Exceptional i iter 


ý months ended 
` RT 
1985 
im- 
So $640 
wg 103 


PROFIT BEFORE INTEREST AND TAXATION 


Interest payable 

Currency profits (losses) (Note 1) x 
PROFIT BEFORE TAXATION.. 
Taxation (Note 2) 

Profit for the paiga a after taxation 
‘Extraordinary. items. 


Í onths the sterling à 
© exchange rate moved. from US$1.237 
“USS. 1083. Despite this ‘strengthening 
sterling against the US$ and many other cu 


rencies the effecton the overall financial position, ; 


and in particular the revenue reserves 1s si 


There are. three constituent “demients as 


Opera g Surplus has been t 
e to normal credit : 


ity 
pose loans has m whi 
credited to the Profit and Loss Account. 


The US dollar: loans raised specifically... 


for the purpose of financing aircraft and 
the corresponding dollar cost -of these 
fixed assets has decreased by ¢40my as'a 

result of theappreciation in the value of 


sterling during: the period. Conversely,” 


the reserves have been credited by “an 
adjustment to- past., depreciation on, 
those fixed assets of t12; The effect on 
the-depreciation charge-in the period is 
not smiaterial: 
The netfee of thee isa 4m debit to 
reserves. 


No provision is required for UK Corporation: 
© Tax, because of the availability. of losses 
©. brought forward. On present estimates provi- : 
for Deferred Taxation may be required © 

the financial year ending 31 March 1987. 
iir 


dlé Esstserviċes to Iran have remained 

discontinued throughout the period. 

With a much smaller number of Trident 
_ aircraft in service in this half year operat- 

ing lease charges in respect of Bocing 757 

and 737 aircraft have amounted to some 


(20m, compared with a virtually nilcost 


a year ago. Depreciation. charged is litde 
changed at £45m. 
The accident at Leeds in which a TriStar 
operated by British Airtours overran the 
rünway; and the loss of the Boeing 737. 
at Manchester (which led to tempor+. 
ary grounding of aircraft for inspection); 
have adversely affected the result for the. 
period by attidentified £9m. Ieis believed © 
that this amount may be increased by ~ 
revenue reflecting some temporary loss 
of market share.to points in aes but 
<.this cannoeyet be evaluated. 
The cost of aviation fucl although fairly staticin 
the first-half of the year has subsequently 
increased, With lower oil prices on the world 
markets the outlook for fuck prices should 
improve. = 


the regulatory authorities in 
of new fare proposals. j 
e half year net loan repay 
spe. With thenrenae 


spect.of i. 


le he, Nine Operating Surplus 

rh (236m: to £205 — for which 

are a number of quantified reasons set out 

in this staternent ~ the pre-tax profits have 
increased front £189m to (201m. 

The Airline Operating Surplus has, in addition 


‘to the {24m loss on urrengy, been affected by 


the following: 

(i) The loss of the profitable Saudi Arabian 
routes which in the same period last year 
contribused some {10m ro half year 
profits. The new routes to South Amer- 
ica are performing well and prospects are 
encouraging, but they have yet to contri- 
bute profits. Duc to conflicts in the Mid- 
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This announcement appears as a matter of record only 


MAWARID LTD. 


SR 580,000,000.00 


SYNDICATED MEDIUM TERM LOAN 
AND STAND-BY FACILITIES 


ARRANGED BY 
Albank Alsaudi Alhollandi 


LEAD MANAGER Co-LEAD MANAGER 
Albank Alsaudi Alhollandi Riyad Bank 


MANAGERS 
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Saudi American Bank The Saudi British Bank 
Co-MANAGERS 
United Saudi Commercial Bank 
Algemene Bank Nederland N.V. Bahrain International Bank 


Issuing Bank and Agent 
Albank Alsaudi Alhollandi 


November 1985 


OF COURSE YOU COULD GO 
SOMEWHERE ORDINARY 


LONDON 


For further details, contact The Savoy, The Strand, London WC2R OEU. Telephone: 101) 836 4343. Telex: 24234 
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SPAIN AND PORTUGAL 





Those unexcitable southerners 


Gonzalez’s confidence is Fraga’s problem 





Spain and Portugal joined the European Community on January tst, 


The biggest steps have been the easing of 
the church’s grip on Spain's schools; the 
liberalisation of censorship and the arts; 
and the legalisation of divorce and, in a 
more limited way, abortion. Even these 
changes may sound larger than they were. 
The educational reform was carefully 
drafted so as not to arouse the antago- 
nism of the church. Spaniards have also 
shown surprisingly little inclination to 
divorce: in the three years since the law 
was passed, some 50,000 couples have 
split up—well short of the 500,000 or so 
that ministers had predicted. 

Cultural liberalisation has had more 
far-reaching effects. Mr Solana speaks of 
a “a spring of creativity” on which the 
Spanish government has showered funds, 
nearly doubling the ministry of culture’s 
budget in three years. The biggest surge 
has come in the visual arts and literature, 
while Spain's almost extinct theatrical 
tradition has revived. Mr Solana ex- 
presses disappointment, however, that 
Spain has so few good composers of non- 
pop music. 

But when it comes to the economy, 

many of the Socialist government's poli- 
cies would be hard to distinguish from 
those of Mrs Margaret Thatcher's Con- 
servative government in Britain. The pol- 
icies have included: 
@ stern monetary controls: these have 
helped to reduce the inflation rate from 
14% (5% higher than the EEC average) to 
8% (3% higher) in the past three years; 


Bais more than a decade after shedding the dictatorships of Franco and 
lazar. Both countries are now second-generation democracies facing 
elections this year: the first round of a presidential election in Portugal 
takes place on January 26th; in Spain a general election and, probably, 
a referendum on NATO membership will be held later in the year. As our 
special correspondent reports, these elections should confirm that 
both Spain and Portugal are full and stable members of the club of 


@ sales of profitable state-owned assets: 
these are one reason why the public- 
sector deficit has dropped from 6% of 
GDP to 4.5%; the public sector itself is 
about 36-38% of Gpp—well below the 
average in the rest of Western Europe; 


European democracies 


Next July, ex-Francoists, ex-Republicans 
and International Brigade veterans will 
commemorate the 50th anniversary of the 
start of the Spanish civil war. Yet the 
divided land of blood and sand they will 
be remembering has become today a 
country of parliamentary debate and 
property development. Reconciliation 
was made possible by the even tempers of 
right and left in today’s Spain, none more 
so than that of Spain’s ruling Socialist 
Party, whose government under Mr Fe- 
lipe Gonzalez has been of the palest 
shade of pink. 

Ministers seem almost embarrassed 
when asked whether there is any socialist 





content at all in their government's re- 
cord. Mr Miguel Angel Fernadez-Or- 
doñez, the economics secretary, claims 
that, “although the means are conserva- 
tive, the ends are socialist, because the 
ends are to provide more wealth for more 
people and to stimulate employment.” 
Mr Javier Solana, the minister of culture 
and the government's chief spokesman, 
says that the government's economic poli- 
cies are “not conservative, but realistic”: 
they represent the adjustments the Span- 
ish economy had to make after the oil 
price shocks of the 1970s. 

Both point outside the sphere of eco- 
nomics for specifically socialist policies. 


we zt dan Ol 


@ lowered taxes: the level of taxation has 
come down to 21% of GDP, one of the 
lowest rates in Western Europe; 

@ controlled wages: the trade unions 
have committed themselves to keeping 
wage rises 1% below the government's 
guess at this year’s inflation rate; 

@ incentives for investment: firms are 
being allowed to write off a year’s capital 
investment against tax; industrial invest- 
ment shot up by 10% in 1985. 

Economic growth has been modest but 
respectable: GDP increased by 2.2% a 
year in 1983 and 1984, and by only 
marginally below that last year. Better, 
Spain's balance of payments has turned 
around from a current-account deficit of 
$2.7 billion in 1983 to a surplus of about 
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foreign debt has been repaid. 
The major disappointment, as in Mrs 
Thatcher’s Britain, has been unemploy- 
ment: some 2.8m.people, a fifth of the 
workforce, are without jobs. Senior eco- 
nomics ministers freely admit that.a large 
number of companies “collapsed” as a 
result of their policies, causing some 4m 
lost. jobs. Yet the Spanish government 
rofesses to: be mildly encouraged that 
bout 35,000 new jobs were created in 
985—a long way off the 800,000 new 
obs promised when it took office. 
r Gonzalez’s economic conservatism 
hould, in: theory, have made him vulner- 
ible to attack from the left. But, remark- 
ibly, there have been no’serious splits in 
the Socialist Party: Mr Alfonso Guerra, 
deputy prime minister and once 
ought of as its left-wing conscience, is a 
ful acolyte: of the. prime minister. 
d the Communist: Party, which might 
ve been ‘expected to reap votes from 
ists’ mové: to. the right, has 
tead been hacking itself to bits. 
Th argument between the Communist 
rtys main wing, led by Mr Gerardo 
glesias, and its deposed secretary, Mr 
Santiago Carrillo, has become more bit- 
ter than ever. Mr Iglesias’ recently ac- 
cused Mr Carrillo of “seeking to reduce 
«Communist Party to ashes”. The 
rty failed to win a single seat in Novem- 
regional election in Galicia. Despite 
polemics, the two ‘men are expected 
get together in time to fight this year’s 
eneral election; but an improvement on 
he party’s 4% share of the vote in the 
982 election seems unlikely. 
-Whatever has happened tothe old, full- 
blooded Spanish left? Much of the answer 
lies -in improved living standards. Older 
voters still remember the civil war; youn- 
ones do not want to lose the benefits 
of the new materialism. There is also still 
a lingering fear of the Spanish right: the 
Seizure of the Cortes, Spain's parliament, 
‘by a detachment of civil guards in 1981 is 
still fresh in peoples’ minds. 




















































With enemies like these . . . 

ain’s social-conservatives. will make a 
act for the main opposition, the 
emocratic Coalition, to defeat. Nine- 
tenths of this consists of Mr Manuel 
_Fraga’s Popular Alliance Party. How 
oes he intend to campaign against’a 
arty which is running the economy much 
he would himself? Mr Fraga has listed 
he sticks with which he will beat the 
Socialists during the election campaign. 


irst, there is the unemployment disaster; 
‘second, the most foolish foreign policy we 
ever had, which changes every month; third, 
terrorism has not been controlled and law 
nd order is deteriorating; fourth, they have 
_ destroyed the independence of the judiciary; 
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‘fifth, there ig the government's continuing 
‘control of the television monopoly. 


Unemployment is indeed Mr Gonzalez’s 


Achilles heel. But this apart, the opposi- - 
tion has damp ammunition. The govern- . 
ment has been accused of interfering with . 
the courts by giving parliament the right.: 


to nominate the supreme judicial body; 


but-this issue is unlikely to arouse much 


passion. Mr Fraga’s grumbles about the. 


television monopoly are ironic: the So-- 


cialists are merely clinging to one ‘of the 
instruments with which the right used to 
influence Spanish opinion. 

‘Despite. Mr- Fraga’s complaints, the: 


government's record.on terrorism is not_ 
bad: from the high point of 1980; when. 


more than 120 people died in terrorist 
attacks, the figure had fallen to 44 in 


1983, although i it rose to more than 50 läst- 


year: the victims included a retired gener- 


al who’ was shot dead in Pamplona on. 


December 23rd. Mr José. Barrionuevo; 
the interior minister, explained the’ gov- 
ernment strategy against ETA, the Basque 
terrorist organisation, as follows: 


We have improved the police power of 
investigation; co-operation with France has 
improved considérably—although they must 
do more; we have improved our co-opera- 
tion with the Basque Nationalist Party, 
which has already disowned terrorist ac- 
tions; and we have pursued a policy of giving 
lenient prison sentences for penitent terror- 
ists who have not committed crimes of 
blood. 


Thanks to these measures—and regretta- 
bly to the murder of ETA members exiled 
in France by off-duty Spanish police- 
men-—the terrorist group has been weak- 
ened. Of its 800 or so sympathisers proba- 
bly only about 50 are hard-core killers. 
ETA is said to be ready to talk: meetings 
are reported to have taken place between 
two senior ETA men and members of the 
Spanish secret service, Sesid, in Geneva 
in September and in Andorra in October. 
Mr Barrionuevo flatly denies this, and 
says: “There can be no political negotia- 
tions. Those who commit crimes cannot 
pose conditions.” 

He thus rejects out of hand’ the five 





are: an amnesty for the 300 ETA 
men in Spanish jails; legalisation of a pro- 
Basque independence party; the with- 
drawal of the Spanish police-and army 
from the Basque country; an improve- 
ment in the conditions of the Basque 
working class; and the incorporations of 
the province of Navarre into the Basque 










| autonomous region after a referendum. 
“However, he is careful not to rule out 
. talks.designed.to bring about “an uncon- 


ditional”. surrender by ETA. Even Mr 
Fraga does not object. to talks which 
might bring an end to ETA’s 16-year war. 

Mr Barrionuevo may be more vulnera- 
ble on the issue of law and order: burglar- 
ies and armed robberies increased sharply 
in 1983-84, although they levelled off last 
year. His police reform, which has diluted 
the army’s control over Spain’s fragment-.. 
ed police forces and allowed the police to’ 
organise in trade unions, has drawn fire. 
from the right. 


Yes-no to NATO” j 
Mr Fraga has something ol a point : about : 
foreign policy: for while the prime minis- 
ter's pro-EEC stance has earned him re- 
spect, he has twisted himself into contor- 
tions over Spanish membership of NATO.. 
Mr ‘Gonzalez is firmly in favour-of re- 


‘maining in NATO. But. his party, which 


was initially opposed to Spanish member- 


“ship, insisted on. promising during the 
1982 election campaign to hold a referen- 
dum on the issue. Mr Gonzalez has de- 


layed holding this until almost the last 
possible moment, although he seems per- 
sonally. committed toʻa referendum and 
has set a date for it in March. 

Some people insist that Mr Gonzalez 
will stake his career on holding and win- 
ning the referendum and that he will, 
resign to become one of Europe’s yound 
gest has-beens if the result goes against 
NATO. Others believe that, if Mr Gonza- 
lez sniffs a referendum defeat in the air, 


Emerging muddle 
Spanish attitudes on Nato 


: Favour withdrawal. _ . 


Favour only 
political: 





1. integration 


~Favour political & 
military integration. ` 


he will not hold one: NATO membership, 
on this view, is too important a part of his 
wider policy for the will of the people to 
get in the way. 

Mr Fraga and Mr José-Maria de 
Areilza, a former foreign minister who 
rushed Spain into NATO without first 
convincing enough Spaniards that this 
was a good thing, say the issue should 
have been settled by a vote in parlia- 
ment. Mr Gonzalez can hardly back off 
quite that far from his call for a popular 
endorsement of the Western alliance. 
But he might conceivably bring forward 
the general election, which is tentatively 
scheduled for June or September, as a 
substitute for the NATO referendum: a 
vote for the Socialists would then be 
interpreted by Mr Gonzalez as an en- 
dorsement of his own desire to keep 
Spain in NATO. 

Mr Gonzalez’s worries about putting 
the matter to the test stem from opinion 
polls, which show a fairly steady plurality 
of Spaniards to be against NATO member- 
ship (see chart on opposite page). The 
unpopularity of the stationing of 12,000 
American servicemen in Spain seems to 
have rubbed off on NATO; some 70% of 
Spaniards say that the bases where Amer- 
ican soldiers are stationed should be dis- 
mantled. Mr Gonzalez has shrewdly tried 
to steer this anti-American sentiment his 
way, by linking continued membership of 
NATO with a reduction in the American 
presence in Spain. 

The Spanish defence minister, Mr Nar- 
cis Serra, has started talks with the Amer- 
icans well in advance of the 1987 date for 
renewal of the bilateral agreement be- 
tween the two countries: the aim is a 
reduction in the American presence. The 
Spanish demands are said to be “quite 
modest”, but could include closure of one 
American base: in return there would be 
a reduction in the American payments for 
the bases. 

The main thrust of the Socialists’ de- 
fence policy is to make the army less “an 
army of occupation” and integrate it into 
the West's defensive system. In addition 
to reducing the number of military re- 
gions in Spain, barracks are to be moved 
out from the city centres. “We don’t want 
the soldiers to get stuck at traffic lights 
during an emergency”, says Mr Serra, the 
man in charge of the reorganisation; there 
is also less danger that they will stage a 
coup from the countryside, The number 
of soldiers will be reduced from 250,000 
men to about 195,000; the length of 
military service has already been cut from 
15 months to 12 months. 

Around 60% of Spanish military 
spending used to go on the army, while 
19% went on the navy and 21% on the air 
force. The proportions are to be switched 
to 40% on the air force, 32% on the army 
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and 28% on the navy. There is also to be a 
change in priorities within the army, away 
from spending on men (at present around 
half of the total) to equipment. 
Modernising Spain’s armed forces is 
essential to the consolidation of democra- 
cy. Mr Solana claims that: “When we 
took office, people were discussing the 
possibility of a coup. There has been no 
such speculation in recent years.” Mr 
Serra says that he thinks the need for 
reform of the army has been “under- 
stood” by senior generals. Many of the 
more putsch-minded officers in the army 
were strongly opposed to Spanish entry 
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SPAIN AND PORTUGAL 


into NATO. 

Another deterrent to meddling in poli- 
tics by the armed forces is the country’s 
remarkable stability. A coup against a 
non-existent communist threat, against a 
Socialist government practising conserva- 
tive policies and against an even more 
conservative opposition would make little 
sense even by the standards of Spain’s 
more old-fashioned officers. Mr Fraga’s 
abrasive style has earned him many ene- 
mies; but even they admit he has brought 
the old supporters of Franco into “the 
democratic orbit", where a coup no long- 
er seems practical politics. 





Oh, for a lead 





Will Freitas do Amaral show the way forward for Portugal? 


To appreciate the manageable maturity 
of Spain’s young democracy, look no 
further than the maddening muddle of 
Portugal’s. Things seemed to be settling 
down between 1983 and 1985, when a 
coalition of the two main parties, the 
Socialists and Social Democrats, gave 
Portugal its longest post-dictatorship bout 
of stable government. The alliance was 
broken last June by the ambitious new 
Social Democratic leader, Mr Anibal Ca- 
vaco Silva. He went on at the election in 
October to win the biggest share of the 
vote—30%—and the job of prime minis- 
ter at the head of a minority government. 
But the price was that a big new move- 
ment with a potential for mischief-mak- 
ing, the Democratic Renewal Party, came 
on to the scene. 

The party is a mantle wrapped around 


the shadowy figure of General Antonio 
Ramalho Eanes, Portugal's president for 
the past decade. A former regular officer, 
he won his spurs by helping to ease out 
the group of radical soldiers that took 
over Portugal’s government in 1975. 
Since then, President Eanes has ruled 
from the monastic splendour of Belem 
palace just outside Lisbon, often in con- 
flict with Portugal's squabbling parties. 
As he was barred from succeeding 
himself for a second time as president, his 
supporters launched the new party, which 
managed to attract nearly one Portuguese 
voter in five on its first outing in October 
(although it has since fared poorly in local 
elections). The size of its vote derived 
from the popularity of its stern, unsmiling 
patron. Its critics say it is ““Peronist’—an 
unhealthy extension of military ambitions 
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into politics. Its leaders include many 
advocates of a continuing military role in 
politics. 

The party has become pivotal in Portu- 
gal’s 250-member parliament. Mr Cavaco 
Silva’s Social Democratic Party (which 
has 88 seats) and its old right-wing ally, 
the Centre Democrats (22 seats), can 
form a conservative government—like 
the present one—only in coalition with, 
or with the parliamentary support of, the 
Democratic Renewal Party (45 seats). 
Equally, no government of the left can be 
formed without the support of Mr Eanes’s 
party. Such a government has not been 
possible up to now, because the Socialist 
and Communist Parties (which now have, 
respectively, 57 seats and 38 seats) were 
not on speaking terms. The prospect of 
governments of right and left being made 
and unmade according to Mr Eanes’s 
whims is a dismal one for many Portu- 
guese. The presidency is the only institu- 
tion that can provide a lead. 

Apart from a Communist candidate 
who will attract the party's hard-core vote 
in the first round on January 26th, and a 
host of minor candidates, there are four 
serious contenders. Three of them—Mr 
Mario Soares, Mr Salgado Zenha and 
Miss Maria de Lourdes Pintassilgo—are 
left-of-centre. The sole conservative can- 
didate for the presidency is Mr Diogo 
Freitas do Amaral. 

The presidential prospects of Mr 
Soares, who was prime minister in the 
Socialist-led coalition between 1983 and 
1985, have faded fast since the Socialist 
debacle in the October election. At first, 
opinion polls showed him winning around 
17% of the votes on January 26th, and 
some have since put his share as low as 
8%. Mr Soares is campaigning on the 
centre-left policies of his last government, 
and would be a decisive, if sombre presi- 
dent. In the unlikely event that he were to 
score more than his left-wing rivals, the 
Communist Party, his sworn enemy, 
would urge its voters to abstain in the 
second round in February. 

Miss Lourdes Pintassilgo, a former 
prime minister and ambassador to 
UNESCO, is doing surprisingly well for a 
candidate without the backing of any big 
party: the polls have shown her as win- 
ning as much as 30% of the vote in the 
first round, although this has slipped to 
20% following the late arrival in the race 
of Mr Salgado Zenha. A vibrant word- 
spinner and an energetic campaigner, she 
has criss-crossed the wheatfields of the 
Alentejo and the small towns of the north 
with promises of greater social justice, 
equality for women, and an emphasis in 
Portugal’s foreign policy on friendship 
with the third world. In a run-off with Mr 
Freitas do Amaral, the conservative can- 
didate is expected narrowly to win. Mr 
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Soares’s supporters, in particular, are 
thought to prefer even the right to her 
brand of radical chic. 

Mr Zenha has emerged from nowhere 
to become the second runner in the race. 
Tall, thin and lawyerly, he is the stop- 
Freitas-do-Amaral candidate to whom 
Mr Eanes has turned in the certainty that 
Miss Lourdes Pintassilgo will fail. A mod- 
erate ex-Socialist and ex-friend of Mr 
Soares, Mr Zenha is articulate, looks 
presidential and is wholly unsuited to his 
snappy campaign motif, “ZAP” (Zenha a 
presidencia). 

Of all the main left-of-centre candi- 
dates, Mr Zenha could probably pull in 
the biggest vote in the second round. In 
addition to General Eanes’s support, he 
can count on that of the Communists. 
Polls suggest he has a chance of defeating 
Mr Freitas do Amaral. His main argu- 





ment with Mr Freitas do Amaral is over 
his concept of presidential power. He 
claims that his rival seeks “Gaullist” 
powers and says that Mr Freitas do 
Amaral would be involved in constant 
tussles with parliament, while he himself 
would merely “articulate the govern- 
ment”. There would be considerable 
scope to do this in the present set-up: in 
particular, he could help his ally, Mr 
Eanes, switch his party's support from 
one side to the other. 

Mr Freitas do Amaral promises an end 
to these Byzantine political manoeuvr- 
ings. He would seek to strengthen the 
powers of the presidency so that Portu- 
gal’s fragmented parties gain a new sense 
of direction. He promises to work hand- 
in-glove with the prime minister, Mr 
Cavaco Silva. He would also like to water 
down those parts of the constitution that 
still stipulate state control over certain 
areas of the economy; and a Freitas do 
Amaral presidency would be strongly 


pro-NATO and pro-EEC and would har- 
bour few illusions about Portugal’s mis- 
sion in the third world. 

Mr Freitas do Amaral's political pedi- 
gree, like that of Mr Soares, stretches 
back to the immediate post-revolutionary 
period, when he co-founded the only 
avowedly right-of-centre party, the Cen- 
tre Democrats, He has served as deputy 
prime minister and foreign minister. His 
campaign slogan, “Forwards, Portugal!”’, 
and his claim to be above party “games” 
are designed to appeal to the slight major- 
ity of Portuguese that usually votes left- 
of-centre. 


Riding the hump 

The economy the new president will in- 
herit is not the ruin it is often believed to 
be. Lisbon’s roller-coaster streets look so 
run down that it is hard to believe the 
economy is solvent. Yet the Portugues: 
have the government of the luckless Mr 
Soares to thank for restoring the economy 
to working order. He slashed a current- 
account deficit of $3.2 billion in 1982 to 
an expected $150m in 1985—very low by 
Portuguese standards. The improvement 
in the balance of payments means that the 
Portuguese feel they no longer need to 
pursue the IMF-dictated remedies which 
induced a deep recession under Mr 
Soares: last year the economy shrank by 
1.5% and the official unemployment total 
rose by 3%. 

The new finance minister, Mr Miguel 
Cadilhe, now reckons that the Portuguese 
economy can expand, and even back into 
a current-account deficit of up to $1 
billion. This he calls “the strategy of 
humps”: 

To correct the deficit it would be neces- 
sary to create greater deficits. Why? Be- 
cause there would have to be strong inves 
ment and this inevitably implies an incre: 
in imports. These additional investments 
would lead in a short period to both a self- 
correcting action of the deficit and a surplus. 
The current-account deficit would thus first 
rise and then fall, drawing a kind of hump. 


To cover the deficit, Portugal will have to 
borrow, leading to a debt “hump”. Mr 
Cadilhe considers investment (now grow- 
ing at 10% a year) to be Portugal's most 
pressing need. He believes that EEC entry 
will entice multinational companies to 
take advantage of Portugal’s cheap la- 
bour and use the country as a springboard 
to penetrate European markets. 

Mr Cadilhe’s objectives are long-term 
ones. He points out that ministers of 
finance in Portugal last. on average, only 
eight months. Although the country has 
been transferred from intensive care to 
outpatients, a full economic recovery de- 
pends on a measure of political stability 
that only a decisive presidency seems 
likely to provide. 
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How Mitterrand can avoid 
becoming Millerand 


FROM OUR PARIS CORRESPONDENT 


The French do not throw tomatoes at 
their president. Even healthy insults, 
rarely thrown, can earn a heckler a visit to 
the gendarmerie. Such public respect for 
presidential authority may be President 
Mitterrand’s best prop as he faces a 
pressing 1986 problem: how to stay in 
office with powers intact. His hope is that 
most of the people who want him to go 
now—two years before his term is up— 
will be wary about looking too like presi- 
dent-busters to try forcing him out. 

But he is taking no chances. On new 
year’s eve, in a televised address to the 
nation, he went far beyond mere well- 
wishing to defend his political record. He 
had put the country on the right path, he 
told the French: “Above all, do not let go 
of the handrail.” He insisted that he 
would stay on to ensure stability after 
France’s mid-March parliamentary elec- 
tion, which will almost certainly put him 
in jeopardy. The warm wishes he offered 
his countrymen for a successful year 
seemed particularly applicable to himself. 

All the indications are that the election 
will cut down his Socialists and give 

pposition conservatives mastery of the 

ational Assembly. For the president, 
the risk is that he will be left isolated, his 
authority depleted by a Socialist exodus 
from parliament. Until a few weeks ago 
his instinct was to protect himself by 
standing above the election fray—a classi- 
cal pose for a president. 

Now he has taken the Socialist cam- 
paign on his shoulders. Dropping the part 
of umpire, he has become a busy media 
performer, assuming personal responsi- 
bility for everything the left has done 
during five years in government. “I’m not 
going to hide behind a tree”, he said in a 
confident pre-Christmas television inter- 
view. The downs and ups of his economic 
policy apart, the president can boast that 
he has permitted France to believe once 
more in the regular democratic exchange 
of power between parties. And Socialist 
reforms which the right opposed—retire- 
ment at 60, the 39-hour working week, 
the fifth week’s paid holiday, abolition of 
the death penalty—look as though they 
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have come to stay. 

Events have placed the Socialists’ elec- 
toral fortunes in his hands. Confidence in 
his once popular prime minister, Mr Lau- 
rent Fabius, has collapsed. Mr Michel 
Rocard, the evergreen champion of the 
centre-left, has publicly let slip (whether 
deliberately or not is unclear) that he is 
expecting a right-wing victory. Mr Lionel 
Jospin, the Socialist Party’s day-to-day 
commander, is a solid organiser but no 
pulse-quickening standard-bearer. So the 
Socialists are looking to their president to 
lead them. 

They can be forgiven for not being sure 
what his politics really are. Mr Mitterrand 
remains almost as great an enigma after 
leading France since 1981 as he was 
during his long journey to power. Clever- 
ness is his trademark. He does not have 
the convinced ideological bounce of a 
Reagan or a Thatcher, nor would he want 
it. A new book on Mr Mitterrand, “Por- 
trait du Président” by Le Monde’s chief 
political writer, Mr Jean-Marie Colom- 


Mitterrand takes the Socialists’ future in his hands 


bani, defines him as a “realistic liberal” 
who is far less socialist in his outlook than 
France has come to think. 

His bourgeois background is evident in 
his style and his culture. In private, he has 
kept warning his Socialist colleagues 
against applying too much ideology to 
their task, telling them: “You do not 
make policy in a country by forgetting 
that there are people who live there.” 
When discussing with friends the criticism 
he has met about not steering close to the 
orthodox left, he will throw out: “Do they 
want me to be Lenin?” 

As his moment of truth draws near, he 
makes the point, as though it were his 
achievement, that the French are now less 
obsessed with the idea of being split down 
the middle politically. The terms “left” 
and “right”, he says, are overworn. He 
sees himself above all as a French republi- 
can, a guardian of the Liberté-Egalité- 
Fraternité spirit which he thinks the right 
has lost sight of. 

Yet he affects a regal air in the presi- 
dential manner started by de Gaulle (the 
subtitle of Mr Colombani’s book is “The 
Imaginary Monarch”) and he has recently 
taken to acting on his own, hardly con- 
sulting his ministers at all. In becoming 
the first Western leader to receive Po- 
land’s General Jaruzelski and in awarding 
France’s first private television channel to 
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FROM OUR PARIS CORRESPONDENT 


Mr Jean-Marie Le Pen, leader of 
France’s extreme right-wing National 
Front, has usually managed to emerge in 
fighting shape from attacks on his per- 
sonal and public conduct. Will he keep 
his feet after the latest blow against his 
political integrity? His new year was 
spoilt by a press report that he “sold” a 
National Front seat in the European 
parliament for $500,000 to a Romanian 





Was Le Pen’s other palm outstretched? 


businessmen of his choice, he seemed 
intent on illustrating how broad are the 
presidential powers he intends to keep. 
Perhaps as a result of this display of 
strength, his popularity is now slowly 
rising. 

Mr Mitterrand, 70 this year, is used to 
personal adversity. Odd rumours are fly- 
ing that he has a surprise in store: that he 
will bring forward the election date to 
throw the conservative opposition into 
disarray; or that he will catch voters with 
a pre-election referendum on reducing 
the presidential term from seven to five 
years. Such ideas seem far-fetched. But 
the idea that Mr Mitterrand will be canny 
enough to survive as an influential presi- 
dent after the parliamentary election is at 
least plausible. One reason many non- 
Socialists may be content to see Mr Mit- 
terrand cohabit with a conservative gov- 
ernment is that he no longer has any 
particularly Mitterrandist policies to push 
through parliament in the two years or so 
that remain of his presidency. 

If Socialists get a decent result in the 
election—winning, say, a third of the 
seats in the National Assembly—he reck- 
ons that he can continue as president 
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The price of a parliamentary seat 





exile who was in the Romanian secret 
service's employ. 

Controversy over the election of the 
Romanian refugee, Mr Gustav Pordea, 
to the European parliament in June 1984 
is not new. The Paris newspaper Le 
Matin was successfully sued for libel by 
Mr Pordea for saying that he worked for 
Romanian intelligence. The interest of 
the French press was aroused at the time 





without having to bow too steeply before 
the conservative government which, if the 
opinion polls prove correct, he will soon 
have to install. He will want to keep a 
man named Millerand out of his mind. 
Millerand became president of France at 
the start of the 1920s. He did quite well 
until the party which opposed him won 
power in parliament. Millerand clung to 
his post, but when the opponents refused 
to work with him, he was soon forced to 
resign. The betting at this stage is that Mr 
Mitterrand has the skill to avoid his near- 
namesake’s fate. 


West Germany 


Must we fight? 


FROM OUR BONN CORRESPONDENT 





West Germany's government and its 
trade unions are caught in a conflict that 
neither of them wants. The centre-right 
coalition in Bonn is committed to altering 
the national labour law to discourage the 
calling of the kind of strikes that affected 
the metal and printing industries in 1984. 
The union confederation, the Deutscher 


because of the improbable placing of the 
unknown Mr Pordea, a naturalised 
Frenchman, in fourth place on the 
Front’s European election list. Mr Le 
Pen, receiving an unexpectedly strong 
vote in France, won 10 seats altogether 
in that election. 

The Pordea story was given fresh in- 
terest by the Sunday Times, which in its 
end-year edition made the seat-selling 
allegation against Mr Le Pen. In offering 
details of how the money seemed to have 
come straight from Romanian intelli- 
gence, the London paper allowed that it 
did not know whether Mr Le Pen was 
aware of the source. 

Bilge, said Mr Le Pen, of the new 
allegations. He said Moscow must be 
behind them, because the elderly Mr 
Pordea (who came to France in 1947 but 
only took French nationality in 1983) 
was as fervent an anti-communist as 
anybody in the Front. Mr Le Pen's 
estranged wife, Pierrette, denied the 
Sunday Times’s allegations that she per- 
sonally collected the Romanian cash. 
Similar denials came from Mr Pordea, 
who has pursued an eccentric line in the 
European parliament, where his main 
contribution has been to upbraid 
Hungary. 

Despite Mr Le Pen’s seeming immuni- 
ty to bad news, the episode can hardly 
improve the Front’s image in the cam- 
paign for France's parliamentary elec- 
tion on March 16th. From its 11% score 
in the 1984 European election, it has 
fallen to around 8% in current opinion 
polls. The regular parties of the right 
refuse to associate with it. 








































Gewerkschaftsbund (DGB), has vowed to 
do all it can to prevent such a change. 
During December, hundreds of thou- 
sands of demonstrators came out in the 
streets of major cities. The DGB’s leader. 
Mr Ernst Breit, has warned the govern- 
ment that it will face a “hot winter” if it 
goes ahead. 

The fight is over an article in the labour 
law that provides for unemployment 
benefits for workers laid off because of a 
strike. In 1984, the powerful metal work- 
ers’ union called stoppages at just a few 
big plants that make vehicle components. 
This halted the whole vehicle industry 
and put 400,000 people temporarily out of 
work. Thanks to the now controversial 
article, the laid-off workers received 
DM200m ($82m) in unemployment pay 
from the Federal Labour Office in 
Nuremberg. 

Employers see this as a form of indirect 
state encouragement for strikes. They 
want workers who eventually benefit 
from strike settlements to be ineligible for 
unemployment pay if they had been laid 
off as a result of a stoppage elsewhere. 
The Free Democrats, the smallest of the 
three coalition parties, are leading the 
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Will the militancy of the past return? 


fight for the modification of the law. 
Their leader, Mr Martin Bangemann, 
who is also economics minister, says that 
the Federal Labour Office could become 
a “union strike fund” if the law is not 
changed. Bavaria’s conservative Chris- 
tian Social Union and a majority of the 
dominant Christian Democrats also want 
it to be changed. 

A cabinet meeting before Christmas 
adopted a draft bill to amend the labour 
law so that laid-off workers outside the 
immediate geographical area of an indus- 
trial dispute would not be eligible for 
unemployment pay if they were party toa 
claim “roughly similar” to that of the 
actual strikers. Defining what “roughly 
similar” means should provide a field day 
for lawyers. 

Mr Kohl's Christian Democrats have 
always tried to present themselves as a 
party that caters for all sections of society. 
Their parliamentary group includes a 50- 
strong “labour wing” made up mainly of 
members from the Rhine-Ruhr heavy 
industrial region. They advised the chan- 
cellor to avoid a head-on conflict with the 
unions. Mr Kohl had wanted to find a 
compromise. But the draft bill has put 
him firmly on the employers’ side. 

Mr Kohl has tried to establish better 
relations with organised labour by hold- 
ing a tripartite meeting between unions, 
employers and ministers. This produced 
little except disagreement, but at least Mr 
Kohl has shown willing. A big labour 
conflict could weaken the accelerating 
economic growth which the Christian 
Democrats hope will win them votes in 
the next federal election in 1987. The 
opposition Social Democrats think that 
industrial workers who switched to the 
Christian Democrats at the last federal 
election in 1983 could switch back to them 
_ if the government appears to be siding 
with the employers. 

If Mr Kohl has reasons for being cau- 
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tious, so have the unions. The crusade for 
a shorter working week has not produced 
the big increase in jobs that the unions 
promised. In November a strike at the 
national airline, Lufthansa, fell embar- 
rassingly flat after only four days, and a 
trade union “action week” against unem- 
ployment in October produced few signs 
of rank-and-file militancy. Membership 
of the DBG has been declining slowly but 
steadily, from 7.8m in 1982 to 7.6m last 
year. 

West German unions are prohibited 
from calling strikes for political reasons. 
A strike would presumably be classed as 
political if it were called in order to 
challenge a decision to change the labour 
law, taken by the government with the 
support of a majority in the Bundestag. 
So both the government and the unions 
will want to avoid turning the current war 
of words into a full-scale confrontation. 


Soviet Union 


The boys from 
Siberia 


FROM OUR MOSCOW CORRESPONDENT 


Does the Soviet leader, Mr Mikhail Gor- 
bachev, really have a rival? Ten years ago 
western Kremlin-watchers tracked the 
rising fortunes of a group they called the 
Dnepropetrovsk Mafia. It consisted of 
men who had worked with Leonid Brezh- 
nev when he served as a party official in 
the Ukraine and whom he brought into 
the Politburo as allies. Piecing together 
the old-boy network of the new Kremlin, 
analysts have now identified another Ma- 
fia. The surprising thing is that it comes, 
not from Mr Gorbachev's old fief, the 
Stavropol region of southern Russia, but 
from western Siberia, the power base of 
the Kremlin’s second most powerful man, 


EUROPE 


Mr Yegor Ligachev. Hence some are 
saying that Mr Gorbachev may not be 
getting everything his own way. 

The clearest signs of resistance to Mr 
Gorbachev have come, not surprisingly, 
from the surviving members of the Brezh- 
nev “old guard” like the Ukrainian party 
leader Mr Vladimir Shcherbitsky. In a 
speech last November he questioned the 
results of Mr Gorbachev's summit meet- 
ing with President Reagan. Military lead- 
ers have seemed to echo these doubts, in 
speeches and articles arguing that still 
more money should be spent on defence. 
But the strength of the “old guard” is 
rapidly declining: the new leadership has 
been busily replacing Brezhnev appoin- 
tees with younger men. 

Some analysts think they can now de- 
tect hints of an un-Gorbachevian tone 
from Mr Ligachev and possibly from his 
fellow Siberian, Mr Nikolai Ryzhkov, 
who is prime minister. The theory is that 
Mr Ligachev, guardian of ideology and 
“enforcer” of the shake-up of party peo- 
ple, is more conservative than Mr Gorba- 
chev. He has twice spoken out against 
moving towards a market economy and 
often praises “scientific socialism”. In a 
speech a month ago, he chilled managers 
of the state television and radio network 
by requesting that every programme con- 
tain a political lesson. Mr Gorbachev's 
attitude towards market methods has 
been more ambiguous, and he has struck 
a softer note on ideology. 

Mr Ligachev certainly seems to have 
been securing his own position. He has 
helped to appoint to senior provincial and 
Moscow party posts several men from his 
own area, the Siberian triangle of Sverd- 
lovsk, Tomsk and Kemorovo. A Siberi- 
an, Mr Boris Yeltsin, was appointed in 
late December to replace Mr Viktor Gri- 
shin—one of the last Brezhnev “immor- 
tals™—as party boss of Moscow. Mr Yelt- 
sin was party chief in the Sverdlovsk 
region until April when he got the power- 
ful job of a Central Committee secretary 
in Moscow. He worked closely with Mr 
Ryzhkov in Sverdloysk, first as an indus- 
trial manager and then in the party. Mr 
Yeltsin also has old ties with Mr Liga- 
chev, whom Yuri Andropov brought to 
Moscow three years ago, together with 
Mr Ryzhkov. 

By contrast, only one man from Mr 
Gorbachev's Stavropol fief has got a top 
job: Mr Vsevolod Murakhovsky, who has 
become a first deputy prime minister and 
boss of the new agribusiness agency. But, 
even in fixing that, Mr Gorbachev may 
have run into resistance. The agency, 
which has been set up in an attempt to co- 
ordinate the efforts of the Soviet Union’s 
fragmented farm-sector ministries, has no 
say over four farm-related ministries that 
ought logically to have been brought 
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" Nobody is talking NT about a 
challenge to Mr Gorbachev's position as 
party leader, and the difference between 
_Mr Ligachev.and his boss may be more of 
-emphasis than of substance. The Siberian 
trio are all in the, Gorbachev mould— 
_tough administrators with reputations for 
tough handling of-local industry in the 
_ past. But Mr Ligachev clearly has a power 
dase of his own. 
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the European Parliament a bit more 
ay in EEC affairs. The fate of the agree- 
ment lies with the Danish and Italian 
“governments, whose. parliaments must 
approve it, 

















‘ortugal named a former agriculture and 
fisheries minister, Mr Antonio Cardoso e 
Cunha, as its member of the enlarged 17- 
man European Commission. 
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: Trade and industry 

Fhe year ended as it had begun with the 
EEC and America bickering over protec- 
„tionism. The community gave in to Amer- 
demands, supported by GATT, to cut 
bsidies paid: to. processors:.of certain 
ned fruits. But it threatened. retalia- 
ion (as yet unspecified) against an Amer- 


















und e iristmas, the Yugoslav authori- - 


people arres ed come from Kosovo, the | 


largely Albanian-inhabited autonomous 
province of Serbia, and from neighbour- 
ing Macedonia and Montenegro, both of 
which have large Albanian populations. 
They allegedly belonged to.a group—said 
to be supported by some ethnic Albanians 
in the police and the army and to have 
links with Albanians in the West~-whose 
aim was to set up an Albanian republic in 
Yugoslavia. The police claim to have 
found arms and a number of false pass- 
ports during their raids. 

According to a Belgrade weekly, Nin, 
more than 70 illegal groups, with more 
than 1,000 members, have been uncov- 
ered by the police since the 1981 riots in 
Kosovo. The authorities usually refer to 
them as “irredentists’’, meaning that they 
were seeking to have Kosovo included as 
part of Albania. The programme of the 
latest “organisation” makes no mention 
of Albania, limiting itself to the call for an 
Albanian republic within Yugoslavia. But 
the Albanian. government, while dis- 
claiming any responsibility for autonomy- 


ican decision to put a stringent limit on 
EEC shipments of semi-finished steel 
products to America. The community 
reckons this will cause a loss of export 
earnings of about $50m. 


Japan again promised to restrict its sale 
of video cassette recorders (VCRs) to the 
community. Even so, the EEC raised its 
import duty on VCRs from 8% to 14%. As 
compensation, the 12 are to reduce duties 
on semiconductor imports from 17% to 
14% and remove duties altogether on 
electronic calculators, portable radios 
and radios with alarm clocks. 


Following criticism from the Gulf states, 
the community agreed to a modest rise in 
the quotas of petrochemical products 
they can sell duty-free to the EEC. 


Competition 


The commission imposed its largest ever 
fine for breaking the EEC's fair-trade 
rules—10m ecu ($8.8m)}—on a Dutch 
chemical company. EEC trust-busters 
found that Akzo Chemie had resorted to 
illegal practices to try to squeeze a small 
British competitor, Engineering & 
Chemical Supplies Ltd, out of the market 
for organic peroxides. The Commission 
also fined Siemens of West Germany 
Fanuc of Japan Im ecu each for rig 
the EEC market for numerical contr 


devices for machine tools, and it imposed 


a 750,000 ecu penalty on Sperry New 
Holland of America for preventing cut- 
price sales of its farm equipment in 
Britain and Greece. 


news: s agency described them as proof of: 
the increased “oppression of Albanians i in 
Yugoslavia”. 

The arrests and the forthcoming trials; 
are likely to be welcomed by many of- 
Yugoslavia’s Serbs. Serbian opinion has 

been roused by a petition signed by more. 
than 2,000 | Serbs and Montenegrins (a 







ince. Resova Polje Serbs say they feel as 
if they are living der occupation and 
demand protection against what they de- 
scribe as constant attacks by their Kosovo 
Albanian neighbours. They also demand 
constitutional changes that would: again 
link Kosovo closer to Serbia, and they 
would like to have recognised spokesmen ` 
for their interests at the centre of power 
in Belgrade. The latest arrests may help 4 
to calm: Serbian opinion, but they are 
unlikely to silence the calls for greater 
autonomy. among kona s ethnic 
Albanians. 


















Agriculture 


Farm ministers agreed to ban the use of 
hormones to fatten livesteck from 1988. 
Britain, which opposed the move but -f 
allowed it y be outvoted, gots anextra |- 
year to com wi he: 






Directives: 






Ministers approved a directive to in- 
crease consumer protection... against 
smooth-talking doorstep salesmen, Cus- 
tomers will have the right to cancel any 
orders they make by notifying the seller 
within seven days. Another directive in- 
troduces measures to protect industrial 
workers. from excessive noise levels. A 
third bans the use. of asbestos fibres 
toys, palate and varnish 
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unconditionally and irrevocably guaranteed by 


The British Petroleum Company p.l.c. 


U.S. $340 million 


Since January, 1985 interest and long-dated 
currency swaps 
for the equivalent of U.S.$340 million 
have been arranged by 


S. G. Warburg & Co. Ltd. 
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The rich city 


Riots, traffic congestion, unemployment—it is easy to be gloomy 
about London. But many parts of it are booming. In the last 
decade it has become a lively, multi-racial city, rich in facilities 
and contrasts. It has the chance to become the capital not just of 
Britain but of Western Europe—provided that its social problems 
are addressed and its energy allowed free rein. Michael Elliott, 
with the backing of Chris Ridley’s photographs, reports on a city 


bursting with new ideas 


“London is not a city. It is more like a 
country. Its hugeness makes it possible 
for everyone to invent his own city. My 
London is not your London, though ev- 


i — eryone’s Washington DC is pretty much 


the same.” So writes American novelist 
and Londoner Mr Paul Theroux, accu- 
rately. The writer of this survey has tastes 
that run to lively political debate; fashion- 
able restaurants, pubs and wine-bars; as 
many films as you'll find anywhere; the 
best live theatre in the world; clubs, 
music, sport and an inimitable street life. 
For anybody who likes that lot, London 
is—well, say the greatest city in the 
world. But there are many Londons. 
Look at some random images. 
@ On a glorious autumn day, a cocktail 
party is being held in the garden of a 
house costing perhaps £300,000, whose 
lawn merges with a fairway of the subur- 
ban golf course at Virginia Water. A 
morning-coated waiter bustles around 
with a silver tray; Mr Bernhard Langer, 
the German golfer, silences the party- 
goers, and plays a perfect chip to the 
hole. The gallery roars. 
® That same morning, black youths mass 
n front of Brixton police station, 25 miles 
away in the inner city. An unarmed black 
woman in her nightdress has been shot by 
members of the Metropolitan Police. By 
the time Mr Langer has finished his 
round, petrol bombs will be raining on 
the lines of policemen. Later, two women 
are gang raped, many shops burned out 
and a Fleet Street photographer is hit 
over the head, probably by a lump of 
concrete. He will die 19 days later. 
@ In Dalston market in east London, 
kosher butchers mingle with greengrocers 
(mainly white) happily selling mangoes 
and cassava to their black clients. Round 
the corner one of London’s last eel-and- 
pie shops does a roaring lunchtime trade. 
A mile away in Stoke Newington, ortho- 
dox Jews walk the sunny streets in heavy 
black overcoats. Farther north, in Wood 
Green, old Greek women come out of 
church, dressed all in black, having cele- 
brated the Feast of the Assumption. 
Across the North Circular Road, the 





young children of the millionaires’ houses 
in Totteridge Lane exercise their ponies; 
in Arkley village, set in open fields, 
blazered men have a pie-and-pint lunch as 
if they had stepped off the set of a 1930s 
film. In the nine-mile journey, not one 
person looks like the writer of this survey. 
@ Every weekday morning, at the north- 
east corner of Sloane Square, watch Lon- 
don’s most entertaining traffic jam. Rolls- 
Royces glide to a halt and deposit their 
children at a private school. Nannies and 
mothers jostle on the pavement, both 
dressed in the Hermés headscarves that 
are the hallmark of the Sloane Ranger. 
Young girls on old bicycles (and wearing 
the same headscarves) struggle along the 
Kings Road, trying hard to avoid both the 
pile-up of Rollers and a convoy of Lon- 
don’s double-decker red buses. 

Contrasts—rich and poor, young and 
old, slum and suburb—are what make a 
city. London’s contrasts are as great as 
any in the old world, its character corre- 
spondingly varied and exciting. Yet not 
all that many years ago it was fashionable 
to claim that the very fabric of the city was 
about to be torn apart. The most striking 
fact of the years since then is that those 
jeremiads have been confounded, 

To see why, follow the river from 
Chelsea to the Tower; draw a line nor’- 
nor’-west from the Tower, across the top 
of the City, to the Angel; proceed west- 
wards as far as Notting Hill, thence south 
through Earl’s Court to the river again. 
The nearly 12 square miles within those 
boundaries, north of the river, encom- 
passes what most Londoners who will 
read this survey will consider to be the 
city centre. They may not live there 
(though some 400,000 people do) but 
they will probably work there, and cer- 
tainly spend most of their non-house- 
bound leisure time and money within its 
limits. For visitors, those 12 square miles 
are what London is, 

There has been hardly a single major 
act of planners’ and developers’ vandal- 
ism to the fabric of the centre for 15 years. 
No slab-fronted canyons of the kind that 
ruined the Euston Road and Victoria 
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Street in the 1960s; no urban motorways 
driven through Holland Park and Ken- 
sington, London University’s appetite for 
Bloomsbury’s squares has abated. Covent 
Garden, destitute in 1972, and which 
looked likely then to be given over to 
horrid office blocks, has been preserved, 
its old market hall filled with shops, 
restaurants and wine-bars. Clerkenwell 
and Shoreditch, areas to the north-west of 
the City which the most tireless conserva- 
tionists thought were doomed a decade 
ago, are thriving with small service 
industries. 

It is easy to go on. Soho has not lost all 
its sex industry, and God forbid that it 
ever should, but it presents a markedly 





TE 


less sleazy face to the world than it used 


to. Sex shops have declined in number 
from 188 in 1982 to less than 80 now; they 


are no more a symbol of the new Soho — 


than computer-graphics firms and inde- 


pendent broadcasters. At least in thê 
City, there are some splendid examples of — 


modern architecture. Plans for buildings 


out of scale with London’s still mainly- 
low-rise aspect have been seen off. Mr 


Peter Palumbo will not get his Mies van — 


der Rohe glass stump in the City; Prince 
Charles kiboshed the attempt to insert 
what he called a “monstrous carbuncle” 
as part of the National Gallery on the 
northern side of Trafalgar Square. 


Any visitor from elsewhere in Britain — 
knows, instinctively, that the population 
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that enjoys these facilities is by British 
standards a rich one. No other city in 
Britain has the Rolls-Royces; no other 
city has salaries for its financial whizzkids 
of £200,000 or more; no other city has 
house prices that can exceed £1m for 
property that would fetch a quarter of 
that sum in much of northern Britain. 

The figures bear the instinct out. In 
1984 men in full-time manual employ- 
ment in London averaged earnings of 
£170 per week; in Britain as a whole, the 
average was £153. Men in non-manual 
employment averaged £244 in London, 
£209 in Britain. London’s women work- 
ers enjoy similar high wages. Even given 
London's high living-costs, its people 
have a lot of disposable income. Sir 
Terence Conran, chairman of Habitat/ 
Mothercare, reckons that his shops in 
central London are 35-40% more profit- 
able than those elsewhere. 


Central London is rich in capital assets, 
too. Nowhere is the British passion for 
home-ownership more obvious. Mr Tony 
Halstead, partner in Roy Brooks, the 
London-wide estate agents who have 
been selling homes to the upwardly mo- 
bile for 30 years, says that 25 years ago he 
was selling houses in the regenerated 
districts of north and west London (Cam- 
den Town, Islington, Fulham, Notting 
Hill) to the sons and daughters of rich 
families in inner-city enclaves like Ken- 
sington and Belgravia. He now sells prop- 
erty in the East End and south of the river 
(Mr Halstead says he can sell a pre-1914 
house virtually anywhere in London with 
no bother at all) to the next generation. 
But many of the parents of Mr Halstead’s 
present clients are still alive. When they 
die, their houseowning children will in- 
herit such sums of capital as would have 
made their grandparents gawp. 


Remember the rest of the world 


Central London has four hinterlands, and the most important is overseas 


Central London is not the whole story. It 
never has been. To understand what 
makes it tick, consider its four distinct 
hinterlands. 
@ First, there is inner London, the 124 
square miles governed by 12 boroughs 
and the City, with a total population 
(including “central London”) of 2.5m. 
This, the area of the London County 
Council until 1964, is now a single unit of 
government only for the purposes of 
education. Within its borders is a crescent 
that stretches from Tottenham, in the 
north-east, through Hackney, the old 
East End and dockland, across the river 
to Southwark, and thence westwards 
through Lambeth to the river. This area, 
though it has pockets of middle-class 
housing (known in London as “gentri- 
fied” regions) also has most of London’s 
poverty; high density housing; and the 
areas of highest unemployment. This sur- 
vey refers to it simply as “the crescent”. 
@ Second, there is outer London, the 486 
square miles governed by 20 other bor- 
oughs, each of which is its own education 
authority. Unemployment, the propor- 
tion of the population that is brown or 
black, and housing densities are all much 
lower here. Brent, the most crowded 
outer borough (and given the size of its 
black population hardly “true” outer 
London) is less crowded than Newham, 
the least crowded inner borough. Those 
who live in boroughs on the fringes like 
Richmond and Hillingdon have, as the 
map opposite shows, acres more space 
than their inner London friends. 

Outer London is not homogeneous. As 
one moves towards its outer borders, it 


looks like a set of small towns not yet 
entirely sewn together by ribbons of 
houses. Most of those houses were built 
between the wars. But as well as acres of 
neat semi-detached housing in the north- 
west (“Metroland”), outer London has 
post-1945 overspill housing estates to the 
east and a surprising amount of open 
country. 

Taken together, inner and outer Lon- 
don make up “Greater London”, the 610 
square miles demarcated, since 1964, by 
the boundaries of a directly elected politi- 





it's my city... 


cal unit known as the Greater London 
Council (GLC). A “strategic” authority, 
the GLC at the height of its powers had 
responsibility for London’s public trans~ 
port system; land-use planning; some 
public housing; major roads; arts fund- 
ing; general research; grants to voluntary 
bodies; and, through a sub-committee, 
education in inner London. On April Ist 
the GLC will cease to exist. But the 32 
boroughs within its boundaries will con- 
tinue to be known formally as ‘“‘London 
boroughs”, and their area will for the rest 
of this survey be called Greater London. 

Greater London’s population peaked 
at more than 8m in the 1930s. Since then 
it has declined markedly, and now stands 
at just over 6.7m. As all population 
projections of London since 1945 have 
gone awry, it would be foolhardy to 
hazard precise predictions but most esti- 
mates reckon that the population is likely 
to change only marginally in the next 15 
years. 

@ Third, there is the south-east of Eng- 
land, the area stretching from the North 
Sea at Harwich to the English Channel 
west of Southampton. As London’s has 
shrunk, so the south-east’s population has 
grown, from some 7m in the 1930s to 16m 
in 1961 and more than 17m today. It will 
probably be 18m by the end of the 
century. It has substantial cities and nu- 
merous small towns, from which commut- 
ers flock to offices in central London. 
Together with Greater London, this is by 
far the most prosperous part of Britain, 
producing a third of gross domestic prod- 
uct in the decade 1974-83 (GDP per head 
in 1983 was £5,600 in London, and £4,800 
in the rest of the south-east). 

@ The fourth, most important and least 
appreciated hinterland to central London 
is the rest of the world. London is the 
most internationally minded part of Brit- 
ain, perhaps of Europe. Some 18.2% of 
Londoners in 1981 were born overseas, 
compared with 6.2% of the country as a 
whole; 8.4m foreign visitors arrived in 
London in 1984 and spent £2.5 billion 
there. Heathrow Airport handles more 
international travellers than any other in 
the world; in 1984, only Heathrow and 
Frankfurt of European airports had more 
international business than Gatwick. 
Even before the City realised that an 
accident of geography gave it a crucial 
position in the round-the-clock, round- 
the-world capital markets, its bankers 
and brokers were dealing worldwide. 

The real significance of the internation- 
al hinterland cannot be measured in fig- 
ures alone. London has a set of advan- 
tages that can be traded internationally. It 
is the largest English-speaking city out- 
side North America, (and speaks the best 
English of all). Its historic buildings and 
other attractions are second to none in 
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Europe, and as well preserved as any- 
where. Its people are better qualified 
than most of Britain’s poorly educated 
citizens (13.4% of its workforce are grad- 
uates, nearly twice as many as most other 
areas in Britain). 

It has excellent communications (elec- 
tronic and others) with the rest of the 
world and could easily have better ones. 
Its youngsters are innovative in style and 
taste, highly receptive to new ideas. It 
dominates the lifestyle industries of the 
future—leisure, clothes, music, arts, fun, 
even food. (London has 262 entries in the 
Good Food Guide now—the highest 
ever—compared with 156 in 1981. In that 
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year only 29 of those restaurants served 
non-European food; now 89 do.) 

London could easily be one of the 
world’s great open cities: multi-cultural, 
bursting with talent, exporting its ideas 
down telephone wires, by satellite or in 
person all over the world, attracting loads 
more visitors than now. No other Europe- 
an city can match that goal; none com- 
bines native English speakers with tourist 
attractions and innovative new business- 
es. The task for London is to build on 
those strengths. The alternative is to let 
the gloom in the crescent spread to the 
rest of London. There is no easy third 
way. Here`s why. 


Where did all the jobs go? 


Short-sighted policies dispersed London's factories and offices 


London’s economy in 1880 rested largely 
on two pillars. The first was the service 
industry demanded by the greatest com- 
mercial centre of the world. The second 
was the port's function as an entrepôt. 
Both bred mainly small businesses. The 
London economy of a century ago did not 
depend on large-scale manufacturing. 
The north-west and Midlands of England 
and the west of Scotland had factories and 
mills. London did not. 

All this changed after 1918. Munition 
factories, large-scale food processing, 
chemicals, engineering, vehicle and air- 
craft construction flooded to the capital 
between 1919 and 1939. The Park Royal 
estate in north-west London, Wembley, 
the ribbons of development along the 
Great West Road and the A30, the fac- 
tories in Dagenham beyond the East 
End—all made London a boom town, 


when the old industrial heartlands (ex- 
cept the Midlands) knew only dole 
queues and slump. 

On some estimates, 80% of new manu- 
facturing plant in Britain constructed be- 
tween the wars found its way to London. 
That investment mopped up the pools of 
casual labour that had lived in poverty in 
the slums. Thus vanished into the produc- 
tion lines of Hoover, Firestone, AEI, 
Heinz and Ford the middle-class fear that 
the casual poor of “outcast London” 





would turn out to be a force for destabili- 
sation at best, insurrection at worst. 

How should those boom years be 
viewed? For some, they represent a sig- 
nificant step forward in enltancing the 
dignity of labour. The factories did not 
only end the casual labour market; they 
brought the protection of trade unions 
and prosperity to the working class. For 
others, those years are an oddity: a blip in 
London’s 2,000-year history. These com- 
mentators say that London has never 
really been a private-sector town, much 
less a manufacturing one. Its principal 
activities, they say, have been public 
administration and the service sector— 
exactly as you would expect in a capital 
city. 

The second case is stronger. In 1978, 
the census of employment showed that 
London’s tenth largest private sector em- 
ployer—the Midland Bank—had ony 
6,000 employees. Four of the big ten were 
banks; three retailers; and only one, 
Ford, was in heavy industry. By contrast, 
in 1984, the borough councils employed 
over 250,000; the health service 140,000; 
the central government civil service 
130,000. 

Since 1945 manufacturing has fled 
Greater London. In 1951 there were 
some 1.5m manufacturing jobs in Lon- 
don; by the early 1970s a third of those 
jobs had been lost. Between 1973 and 
1983 another third, in every sector of 
manufacturing (see table). The Confeder- 
ation of British Industry (CBI) now reck- 
Ons that total employment in manufactur- 
ing in Greater London will soon dip 
below 500,000, only a seventh of the total 
employed workforce of more than 3.5m. 

Why did the factory jobs go? First, 
because governments wanted them to. 
The Abercrombie report produced fo 
the wartime coalition thought Londot 
had more than its share of manufacturing, 
and that its expansion was taking priceless 
open land from the rural south-east. The 
solution: a dispersal of jobs to the post- 
war new towns, and a green belt around 
London to act as a protective cordon 
sanitaire. Sadly, the new towns were not a 
brilliant vision of the city beautiful, but a 
nineteenth-century solution to a nine- 
teenth-century problem. 

For Abercrombie’s sums were wrong; 
by 1945 industry already found London 
overcrowded and the population was fal]- 
ing. The new towns were built, nonethe- 


Manufacturing employment in Greater London 


Food, drink and tobacco 

Coal, petroleum and chemicals 
Metals 

Engineering and allied industries 
Textiles, leather and clothing 
Other 

Total 
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1973 1983 % change 
100,000 61,000 —39 
61,000 44,000 -28 
20,000 10,000 —50 
405,000 266,000 —34 
89,000 40,000 -55 
250,000 173,000 -31 
924,000 594,000 -36 
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Contact: Islington 

ugh Employment Office 
49 Old Street, ECIV 9HX 
01-253 8913 


Ithas @ premises 
@ historical environment 
@ quality business services 
@ good access 
@ training opportunities 
@ research establishments 
@ high-tech concentration 
@ eating and leisure places 


London's Liveliest Location 


HOTEL 
ARLYLE 


Accommodations for tran- 
sient and residential occu- 
pancy. The center of New 
York's museum, gallery, 
auction, and shopping 
world. The Carlyle offers 
the full panoply of services 
associated with internation- 
ally known hotels of its 
calibre. Three superb 
restaurants. 





Madison Avenue at 76th Street 
New York 10021 
Cable The Carlyle New York 
international Telex 620692 
Telephone 212-744-1600 
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N BUSINESS 
TO HELP BUSINESS 


CONTACTS - ADVICE - REPRESENTATION 
INFORMATION : TRAINING : SEMINARS 





YOUR TRADE PROMOTER: Trade 
missions, to and from the world’s established and 
growing markets; international trade exhibitions; 
market research; information about customs and 
regulations; export documents; openings for 
trade; contacts, counselling, conferences and 
seminars. 


YOUR TRAINING ORGANISATION: 
Training and examinations at different levels in 
languages, business studies and secretarial skills, 
marketing, public relations, computers, 
personnel management, employment law, export 
and import procedures. 


YOUR SPOKESMAN:To central and local 
government, EEC, overseas governments and 
international agencies: on trade and aid, finance, 
taxation, transport, rates, government, 
education, planning, and law. 
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AnA 7 If you want to know more contact: 
Rig oe aj Membership Department 


LCCI - 69 Cannon Street - London EC4N SAB 
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They both may have worked in Park Royal once 


less. They did not create as many jobs or 
attract as many people as some planners 
wanted, but they took plenty of both: 
good jobs, well-qualified people. 

Given Greater London’s declining pop- 
ulation, the loss of jobs in manufacturing 
to 1970 was assimilated without major 
unemployment. Since 1945; London's 
rate of unemployment has been lower 
than that of other regions (it now stands 
at 10.6%, compared with a national fig- 
ure of 13.4%). But London’s unemploy- 
ment rate has grown faster than any other 
region since the mid-1960s, partly be- 
cause service-sector jobs have followed 
manufacturing ones out of London. For 
by 1960, the planners had a new obses- 
sion—not about factories, but offices. 
Within ten years, some thought, the 
transport system would be unable to cope 
with commuters. 

The result—predictably—was to dis- 
perse offices out of London, at just the 
wrong moment. When the Location of 
Offices Bureau was trying to persuade 
businesses to set up in the outer south- 
east and the civil service was moving its 
employees to Newcastle, Liverpool or 
Glasgow, service jobs were already fol- 
lowing their manufacturing markets out 
of the city. New academic work demon- 
strates that the loss of jobs in London has 
never been as great as in the 1960s and 
early 1970s, just when London's growth 
was said to be a problem. Total service 
sector employment in London has in- 
creased in the past 20 years, with financial 
and professional services and latterly 
tourism showing particular buoyancy. 
But its rate of increase has been well 
below that of Britain generally and the 
south-east in particular. And the new 
service jobs went to outer London; it 
gained 106,000 between 1971 and 1981; 
inner London's services lost about the 
same number. 

These changes in the labour market 


happened while the British economy was 
shedding labour. Hence what appears to 
be the spectacular growth of unemploy- 
ment in London. Eight inner-London 
parliamentary constituencies now have 
unemployment rates of more than 20%. 


More surprising is that, at first sight, th 
dispersal of London's jobs continues to 
this day. The main reason is London’s 
pattern of roads. The dynamics of road- 
building explain why London looks like it 
does and what it will look like soon. 


Homes, roads and race 


Homes and roads have always been at the heart of London’s problem. Racial 


tension has made that problem worse 


The GLC and the 32 London boroughs 
were brought into being, mainly, to solve 
two problems that had defied the old 
patchwork of local authorities in Greater 
London. The first was housing; the sec- 
ond, road transport. For many, they 
come together in a gloomy prognosis for 
London’s future. 

London has had radial roads since 
Roman times. Those roads might have 
coped with commuters and leisure traffic. 
But by the 1960s, as industry in outer 
London and the south-east grew, inner 
London began to look like an impassable 
obstacle for commercial traffic. Unfortu- 
nately for many communities, the obsta- 
cle was not quite complete. Heavy lorries 
diverted onto the high streets of London’s 
neighbourhoods. 

In the GLC’s first decade, both central 
government civil servants and the Labour 
and Conservative parties thought new 
roads were essential. The Greater Lon- 
don Development Plan, published in 
1971, proposed three concentric motor- 
ways; one surrounding central London 
(the “motorway box”) one following the 
lines of the North and South Circular 
Roads, a few miles out of the centre, and 
one to circle the whole of Greater Lon- 
don. By that time the Labour party, then 
in Opposition on the GLC, had realised 
that there were votes to be got in putting 
“homes before roads”, and swept to 


power in the 1971 GLC elections. To 
compete with Labour, the Conservatives 
had to adopt the same policy. By the mid- 
1970s it was clear that the GLC would 
never solve the problems of London’s 
roads (and thus clear, at least to some, 
that the GLC itself would have to go). 

One motorway was, however, built. 
When finished in 1986, the 121-mile-long 
M25 will be the longest orbital road in the 
world. It has already transformed th 
journey from the north and the Midlands 
to the Channel ports, and it provides an 
easy link between London’s three air- 
ports at Heathrow, Gatwick and Stanst- 
ed. All this is welcome. But the M25 
creates a conundrum. For nobody had 
thought through its effect on the location 
of both industrial and service jobs in the 
London region. 

The precise scale and type of develop- 
ment along the M25 is still a matter of 
conjecture. It depends largely on the 
policies adopted by the counties that lie 
along its route. As that route goes 
through the green belt, which those coun- 
ties are keen to maintain for their inhabit- 
ants, lively skirmishes between develop- 
ers and local councillors are likely. For 
the margins of the M25 are where industry 
and commerce want to be. Planning ap- 
plications are now pouring in. In some 
cases, all that exists is rumour. There may 
be a big out-of-town shopping mall in 
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Denham, in Buckinghamshire; two com- 
panies are bidding for a huge site close to 
the river at Thurrock, in Essex; Kent has 
granted permission for port and freight 
handling facilities, factories and ware- 
housing on a 300-acre site at Dartford; 
Surrey County Council, which has always 
been the strictest county with planning 
consents, reports interest in distribution 
centres, warehousing, leisure activities 
(the western end of the M25 is littered with 
gravel pits suitable for water sports), 
hotels and shopping malls. 

Increasingly, the demands of comput- 
ers and the fork-lift truck mean that firms 
want new, low-rise sites with easy access. 
These cannot now be provided in most 
parts of central London, even if the new 
factories did not harm the environment 
and even if property taxes in London 
were not as high as they are. So distribu- 
tion, warehousing and light industry want 
to move to the M25. Many of the firms that 
will go there (probably, given the green 
belt, just inside the motorway cordon) 
will represent a net increase in economic 
activity. But some of those businesses— 
perhaps most—will simply relocate them- 
selves from the crowded conditions of 
inner London. 

It is the relationship between the M25 
and housing policy that explains the pessi- 
mism about London. Assume that jobs 
will follow the M25. Who will get them? 
Not, say the pessimists, those who live in 
the crescent. To understand why, look at 
the 1,100-flat estate at Broadwater Farm 
in Tottenham, more than half black, with 
youth unemployment at perhaps 40%, 
and the scene in October of Britain’s most 


¥. 


Going upmarket... 
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vicious inner-city riot for years, during 
which guns were trained on policemen 
(probably for the first time for 50 years in 
mainland Britain) and one constable was 
hacked to death. 

It didn’t take the statistics quoted 
above to suggest that Broadwater Farm 
might one day blow up, nor the report of 
the Metropolitan Police commissioner in 
1984 that identified it as a ‘symbolic 
location” for the struggle between young 
blacks and the police. All that was needed 
was to go to the pleasant park that lies 
above Broadwater Farm and to look 
down on it. It looks like a prison; in 
effect, it is one. Not because of the wire 
that separates it from the park; not be- 
cause of the dark alleyways which, in the 
words of one local councillor “scare peo- 
ple witless”. Just because it is public 
housing. 

Only about 25% of all dwellings in 
Britain are now in the public sector; in 
Greater London as a whole the propor- 
tion is higher—35%. But in the crescent it 
is higher still. The figure in Islington is 
66%, in Hackney 70%, Southwark 75%, 
and in Tower Hamlets an almost incredi- 
ble 86%. All the worst features of public 
housing in Britain—‘‘deck-access” blocks 
with long mugger-ridden corridors in the 
sky, tower blocks, unrefurbished prewar 
flats—are over-represented there. Those 
estates are heavy on street crimes, light 
on new businesses. 

Why so much public housing in inner 
London? For three reasons; one good, 
two bad. The good reason was an attempt 
to preserve some sense of community 
when the East End slums were cleared 
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(yet in 1976, 65% of those who lived in 
London’s public estates said they knew 
not a single neighbour). The first bad 
reason was that some high hopes for the 
GLC and boroughs in 1964 did not work 
out. The GLC was meant to persuade 
some outer boroughs to take inner city 
dwellers and equalise population densi- 
ties. But the (mainly Conservative) outer 
boroughs were never going to wear that. 
Besides (bad reason number two), the 
inner-London estates have always meant 
too much to the Labour party. They have 
been the source of a captive vote—first 
for seats on the old London County 
Council, now for seats on the borough 
councils (the four boroughs mentioned 
above have 185 Labour councillors, 26 
Alliance, and 11 Conservative ones). 

It is the level of public housing that 
enables pessimists to dismiss some solu- 
tions to the crescent’s employment prob- 
lem. In principle, as in cities the world 
over, property prices in the crescent 
should fall until both industry and middle- 
class families looking for cheaper accom- 
modation move in. 

A market-led policy suggests that those 
who live there should vote with their feet 
and move to new jobs along the M25. But 
those in public housing cannot move. 
Even if they could afford to buy their 
home under right-to-buy laws, they could 
not afford the expensive refurbishment 
that would make their property saleable. 
Over 90% of the total local authority 
dwellings sold in London since 1971 have 
been houses, not flats; nearly 75% of all 
sales have been in the outer boroughs. 
Virtually no high-rise or deck-access in- 





The writing on the wall 


ner city flats have been sold. So there is 
no market for gentrification, and thus the 
crescent cannot attract new service indus- 
tries like luckier districts. 

Overlaying the problem of homes and 
roads is race. Though only about 15% of 
Greater London’s population is black or 
brown, it is highly concentrated in areas 
of poor housing. 

Nearly half of Hackney’s wards have 
more than 30% black households; in 
Spitalfields, just east of the City, over 
55% of heads of households were born in 
the new Commonwealth or Pakistan: 
Brixton has over 40% of black house- 
holds. At the time of the 1981 census 
(present figures are undoubtedly worse) 
33% of Greater London’s blacks under 25 
were unemployed, compared with 12% of 
whites. In inner London 20% of all the 
unemployed were black as were 25% of 
all those unemployed under 25. Recent 
research by Mr Nick Buck, Mr Ian Gor- 
don and Mr Ken Young suggests that 
black unemployment is 60-100% higher 
than among equally qualified whites 

It is easy to spot one set of social 
problems (poor housing and unemploy- 
ment) identify another (black disaffection 
with the police) and assume that they 
show cause and effect. Yet there is now 
no doubt that many black youngsters in 
the crescent see the police as an occupy- 
ing army. Ten years of reports by Metro- 
politan police commissioners make de- 
pressing reading. In the mid-1970s, the 
commissioner was concerned mainly to 
attract black recruits for the police, That 
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policy has failed. Only 280 of the police’s 
27,000 officers are black. Indeed, histori- 
cally only 30% of the Metropolitan police 
was recruited in London, though the 
police are now keen to improve that 
proportion to 40%. 

More recently, the commissioner’s re- 
port has admitted that some black Lon- 
doners regard pitched battles with the 
police as a legitimate activity. In 1981 
riots broke out first in Brixton, and then, 
less violently, in other inner city neigh- 
bourhoods; 1985 saw riots in Brixton once 
more, and, two weeks later, at Broad- 
water Farm. 





And there, in a nutshell, is the pessi- 
mists’ picture of London. An underclass 
has been created, discriminated against 
by employers and harassed by a police 
force that still has racist elements. It is 
trapped in inner city public housing, miles 
from the places where new jobs might 
come. Some sensible people now say that 
all that inner London can hope for is to 
contain that underclass. They wearily 
listen to the police commissioner call for 
more men and equipment and conclude 
that the nineteenth-century problem of 
“outcast London” has returned with a 
vengeance. 


A phoenix in the east? 


Maybe, but it won't look like the old bird 


The gloom-merchants overstate the case. 
Take Spitalfields, where Bengalis have 
moved into an area once colonised by 
Huguenots, then by Jews. Spitalfields is 
hardly depressed. The rag trade flour- 
ishes: street markets at the weekend 
attract people from all over town; and ina 
few streets the hallmarks of gentrification 
are clear. A short walk from the City, 
there is nothing to stop it turning into a 
prosperous, multi-cultural neighbour- 
hood quite soon. 

Take, second, the black economy, 
whose size in London can be only guessed 
at. But some of those guesses put it at 
10% of all economic activity. Many of the 
trades that depend heavily on black econ- 


omy labour—like painting and decorat- 
ing, domestic service, food and drink, 
music and clubs—are likely to draw many 
of their workers from those notionally 
unemployed in inner London. 

Take, third, labour mobility, and those 
pockets of unemployment locked up in 
the council estates. True, many new jobs 
will be in outer London. But there are 
plenty in central London as well, served 
by one of the world’s best and safest 
public transport systems. It is not difficult 
to get from Hackney to Soho, or from 
Brixton to a retail centre like Croydon, 
and much easier now than five years ago. 
Since London Regional Transport (LRT) 
introduced passes for its tubes and buses, 
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passenger numbers have soared. Add in 
Capitaleard, which, for a premium, cov- 
ers British Rail services in London as well 
as the LRT network, and some 800,000 
passengers now use passes on the trains 
and tubes. LRT is now approaching the 
public transport manager's nirvana: the 
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The prospect 
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moment when a mass transit system can 
be run without revenue support from the 
public purse. 

Yet LRT’s new passes do not seem to be 
used by all those who need them. A 
personnel manager for an American mul- 
tinational reports recruitment difficulties 
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in Hammersmith; the civil service gets 
clerical staff from Reading or the Med- 
way towns, miles away. An entrepreneur 
like Mr Bob Payton, a Chicagoan who 
owns restaurants and pubs in central 
London (jobs in catering have risen by 
nearly 4% in the past year), says that he 
cannot get enough good quality native 
Londoners to wait at his tables; and his 
waiters can earn over £200 a week. (In Mr 
Payton’s absence, your correspondent 
checked this claim with some of his man- 
agers. Mr Payton is right.) 

In sum, the gloomy prognosis of Lon- 
don’s future hides better news; jobs are 
available; inner city regeneration pro- 
ceeds. Add three other factors—the re- 
vival of dockland, tourism and what aca- 
demics might call “the valorisation of 
street culture” (which we will call, later, 
the street-cred economy) and the pros- 
pects look much brighter. 

Dockland first. The last of London's 
upstream docks—the Royals—closed in 
1981. Containerisation demanded new 
and better space, now provided at Til- 
bury, way down the Essex bank of the 
Thames. Over 20,000 “jobs” (in name if 
not, given the extent of featherbedding, 
in fact) have been lost upstream since 
1967. Once it was clear that the port was 
going, planners, politicians and locals 
started to think what they might do with 
the 8.5 square miles devoted to river 
trade. By the mid-1970s, there were three 
choices. The first, never taken as serious- 
ly as it should have been, was to do 
nothing save grass over the deserted 
wharves. Market forces had taken people 
and jobs away from dockland; such 
thought and money as London had to 
spare should be devoted to those areas 
(like Brixton) where people and business- 
es still wanted to locate themselves. The 
docks are, after all, hardly in London's 
centre. The Royals are eight miles from 
Piccadilly Circus; the problem was quite 
different from that faced by Boston or 
San Francisco when their city-centre wa- 
terfronts declined. 

The second suggestion was that made 
by the dockland boroughs and the La- 
bour-controlled GLC. They claimed there 
was still a place for upstream docks and 
that manufacturing industry could be 
wooed back, to draw on the traditional 
skills of the traditional community. This 
was moonshine, owing more to misplaced 
sentiment about the East End of yore 
than to any rational analysis of London’s 
economic needs. 

The third choice was to turn dockland 
around by a partnership between the 
public and private sectors. That was the 
course chosen by the Conservative gov- 
ernment, which in 1981 set up the London 
Docklands Development Corporation 
(LDDC). The LDDC receives an annual 
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grant-in-aid of some £55m from central 
government, clears and rehabilitates 
land, sells it on or develops it, and 
encourages private investment through 
capital write-offs, tax holidays and simpli- 
fied planning rules. The effect on at least 
part of dockland has been breathtaking. 
Wapping and the Isle of Dogs (not an 
island, and your correspondent has never 
seen a dog there) will soon burst with 
high-tech printing plants and studios, 

Some architects, freed from the con- 
straints of the planning system, have run 
riot—the Limehouse television studios, 
for example, are in the kind of attractive 
modern building of which London has 
seen far too few. Farther east, the mile- 
long Royal Docks will, by 1987, be the 
site of a short take-off and landing air- 
port, connected, eventually, to the City 
by a light railway. At Canary Wharf, 
8.8m square feet of offices in three 800 
foot towers are planned to accommodate 
a new financial services complex—not, 
admittedly, an architectural gem. 

Property prices have soared. Sites in 
the Isle of Dogs that sold for £75,000 an 
acre a few years ago now fetch over £1m 
an acre; analysts confirm that demand for 
good sites in dockland is buoyant. Jobs 
will follow. The LDDC reckons nearly 
4,000 new jobs have been created since 
1981; Canary Wharf might provide anoth- 
er 40,000 (though by no means all of them 
new ones); the new airport and associated 
activities others. 

The easy riposte is to say that dockland 
will not provide the jobs that those who 
live there want. Real east London jobs, 
this argument suggests, are macho-manu- 
facturing ones. Even if this value-judg- 
ment had any validity (which it doesn’t— 
why should a female vDU operator have 
less of a real job than a stevedore?) it 
might still be wrong. Road building, once 
more, is changing the pattern of business 
location in London. 

For a century, dinner-table theorists 


have said that the centre of London was 
moving west. Since 1945, access to the 
rest of the country, the proximity of nice 
homes in the Thames valley and, above 
all, Heathrow Airport (which generates, 
directly or indirectly, some 70,000 jobs) 
have attracted most new investment to 
London's western approaches. But with- 
out people who don’t live there noticing, 
communications between east London 
and the hinterland are undergoing their 
most dramatic change in a century. As the 
map shows, both ends of dockland will 
soon be anchored to the national motor- 
way network. The Royals will be only 40 
minutes from the new airport at Stansted, 
The docklands light railway will give east 
London better rapid transit than ever 
before. Add three ifs—the go-ahead for a 
privately financed tunnel at Dartford to 
relieve the M25’s main pinch-point; a new 
east London river crossing from Beckton 
to Thamesmead to provide a link to the 


Channel ports; and a fixed-link to 
France—and dockland will have the easi- 
est access to Europe in Britain. Business 
will look east, not west. 

Pie-in-the-sky? Perhaps, for not even 
the most optimistic would claim that 
dockland will see much new heavy indus- 
try. But it should attract light industry, 
warehousing and distribution, and can 
provide homes as attractive as the sub- 
urbs. Where else in Europe is there 58 
miles of waterside ready for housing? 
Why are businessmen like Sir Terence 
Conran, who have identified the tastes of 
the upwardly mobile for years, investing 
in dockland housing, if not because it 
looks like a good place to live? The new 
East End, in other words, will not look 
like the old one. The dereliction of much 
of it (though not all is tatty: communities 
like West Ham and Plaistow never sank 
to the levels of Stepney and Bow) should 
soon be a thing of the past. 


Tourists love the place 


But London has to learn how to love the tourists 


Dockland’s real boosters say it will soon 
be a major tourist attraction, which even 
one as optimistic about London’s future 
as this correspondent thinks is going 
some. Still, London remains a great draw 
for visitors from other parts of Britain and 
overseas. In 1983, some 3m people visited 
the British Museum, 2.5m visited St 
Paul’s and the Palace of Westminster and 
nearly 3.5m tramped through the Science 
Museum. The tourist industry is an im- 
portant part of London’s economy. Just 
how important is difficult to estimate. 
Figures on tourism are notoriously un- 
reliable, depending on heroic assump- 
tions about the level of tourist consump- 
tion of entertainment services, catering, 
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transport and retailing. The most careful 
recent estimate, from the British Tourist 
Authority (BTA), reckons that in the 
“white” economy in Britain as a whole in 
1983, 805,000 jobs directly depended on 
tourism, and 505,000 indirectly, with an- 
other 145,000 people self-employed in the 
industry. In London, according to its 
Visitor and Conference Bureau, tourism 
generates about 230,000 jobs directly and 
150,000 indirectly—which adds up to 
about 10% of London’s workforce. Per- 
haps a quarter of those jobs are part-time 
(the proportion of black economy tourist 
jobs that are part-time is much higher) 
London attracted 8.4m foreign visitors ii 
1984. They spent some £2.5 billion in the 
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That block should be an hotel 


capital, worth about 57% of the expendi- 
ture of all foreign visitors in Britain. 
Some 14m domestic visitors spent much 
less; perhaps £600m. 

Jobs in tourism come relatively cheap. 
The BTA reckons that the capital em- 
ployed per worker in tourism is so low 
that the cost of creating new jobs might 
be less than half that in other industries. 
Many new workers in tourism will be 
young, many unskilled. It thus offers the 
best opportunity for mopping up some of 
the worst pockets of unemployment. Is 
that opportunity being taken? 

Only partially. In real terms, foreign 
tourist spending in London was less in 
1984 than in 1977, Jubilee year. The 
number of tourists in 1984 showed no 
increase over 1978. Total (domestic and 
foreign) numbers in 1985 may just set new 
records—bed occupancy rates were high- 
er in the first seven months of the year 
than they had been in 1984. But foreign 
tourist numbers and expenditure will, at 
best, have improved only marginally over 
1984. 

Why this lack of steady growth in an 
industry that should be making hay from 
increased leisure time and easier travel? 
The conventional answer is exchange-rate 
volatility. Quite marginal changes in ex- 
change-rate assumptions by the BTA lead 
it to make forecasts of employment 
growth to 1990 that range from nothing to 
200,000 new jobs. About 50,000 of the 
higher figure might be in London. But the 
exchange rate can become a convenient 
excuse to duck some harder questions. 
Londoners should first ask themselves 
whether they want more tourists, and 
then whether they have the policies that 
minimise the industry’s exchange-rate 
sensitivity. 

Many Londoners answer the first ques- 
tion with a resounding “no”. They have 
watched some central areas—Victoria, 
Paddington, parts of Kensington, 
Bloomsbury—taken over by hotels. They 
can’t abide the litter and squalor of the 
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train and bus stations. They are horrified 
by the way in which Bayswater, say, has 
been turned into a middle-eastern souk, 
and they sniffily say “no more”. This is 
British snobbishness at its worst (too 
often it is adopted by those happy to 
desecrate Majorca or Greece). Nor will it 
do to say that jobs in tourism are demean- 
ing and lack the protection of trade 
unions. London doesn’t enjoy that kind 
of luxury; it cannot afford to deny 50,000 
jobs to those who want them. 

It would be more sensible to share the 
burden that the tourist places on local 
services. At present, London’s hotels are 


Street-cred 
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over-priced, with a shortage of medium 
and low-priced rooms, and absurdly con- 
centrated. Of London’s 134,000 beds in 
hotels, guest houses and bed and break- 
fast establishments, no less than 77,000 
are in Kensington and Westminster. That 
makes little sense. Visitors to London 
think that its public transport system is 
terrific; they account for 15% of all tube 
and bus tickets. Hammersmith, Lambeth, 
Richmond and Wandsworth could all 
have lots of low-cost rooms; all are within 
easy reach of the centre. 

The river, too should be used more. 
Blurbs describe it as London's most price- 
less asset, but few locals (outside dock- 
land) appear to agree, baffling foreign 
visitors with the ease with which they 
ignore its charms. The riverbanks are an 
ideal location for hotel developments; so 
is dockland (the Canary Wharf scheme 
includes proposals for 800 rooms in two 
hotels). Modest hotel dispersal from cen- 
tral London would be far superior to 
more tall buildings in Westminster and 
Kensington. They spoil the low-rise na- 
ture of London that tourists enjoy. The 
important point is to accept that tourism 
is a growth industry and to plan high- 
quality facilities for London’s visitors. 
For tourism can do more than create its 
own jobs; it can help the new businesses 
that are already changing the face of 
London's economy and society. 


London's new businesses depend on London's new people 


In less than 20 years, Time Out, a listings 
magazine, has become a London institu- 
tion. Set up in the late 1960s for London's 
young population—keen on pop music, 
soft drugs, wine-bars, film and theatre—it 
mixed pages detailing what was on each 
week with a liberal dose of fashionable 
radical politics. It was, in the jargon of 





those days, unremittingly trendy—a term 
that Time Out memorably defined in 1972 
as “democratic affluence”. 

Trendiness is no longer a trendy word. 
Its successor (already old-hat) is street- 
credibility, usually, in London, abbreviat- 
ed to street-cred. But more than the slang 
has changed. To be street-cred is to be 





Old style 


sharp, on the make, interested in good 
deals, snappy—businesslike. The street- 
cred economy—music, fashion, publish- 
ing, public relations, advertising, broad- 
casting, street markets, food and drink— 
is now the most exciting part of 
London’s business life, and not just be- 
cause some of its members would scare 
the pants off government ministers and 
probably think that the CBI is a portable 
radio system. 

To get an idea of what street-cred 
means, look at one moment that 
summed-up a new attitude to enterprise 
in London—the 1981 strike at Time Out 
itself. Those heavily political pages of the 
old magazine, so Mr Mick Jagger is said 
to have remarked, were like crossing a 
picket line before you got to where you 
wanted to be. Time Out's publisher, Mr 
Tony Elliott (no relation), says that he 
knew by the end of the 1970s that the 
paper was no longer in tune with the 
mood of its readers, which was one of 
consumerism—even conspicuous con- 
sumption. Some members of his staff 
wanted to keep to the paper's old tradi- 
tions; they went on strike in 1981 over a 
symbolic issue of pay parity, and then 
left, to form their own listings paper, City 
Limits. It remains a collective enterprise, 
taking a more radical political line than 
Time Out. Its circulation is 25,000 copies 
a week. Time Out—brassy and unasham- 
edly devoted to the wherewithal of the 
good life—sells 75,000 each week, 

What happened? For a start, punk- 
rock did. When still youngish commenta- 
tors on Britain’s quality newspapers 
heard the raucous pop music of the late 
1970s, they either shut their ears to it, or 
fatuously claimed that it represented a 
return to pop’s working-class roots. In- 
stead, they should have heard the sound 
of entrepreneurs leaving the art colleges 
to remould a business that had become as 
staid as car-building. 

Mr Malcom Garrett, for example, was 
a student in Manchester when, in 1977, he 
designed a record cover for the punk-rock 
band, The Buzzcocks. He moved to Lon- 


don, free-lanced for a while and then set 
up a company, Assorted Images. He now 
designs not just record sleeves, but 
books, and all the merchandise (T-shirts, 
scarves and much else) for the best-selling 
band Duran Duran. From its attic offices 
in Shoreditch, Assorted Images is now 
Starting to break into film. American 
producers are interested in Britain’s 
young designers who can provide them 
with title graphics, marketing, merchan- 
dise and art-direction. 

The same iconoclasm that has turned 
Assorted Images into a success has served 
the fashion industry well. The wild eclec- 
ticism of London’s street style has been 
harnessed by designers like Miss Kather- 
ine Hamnett, Mr Jasper Conran and 
Bodymap so that London's collections 
are now as big an event as those in Milan 
or Paris. The best story of London’s new 
rag-trade business is told not by one of 
the designers but by a public relations 
consultant. Miss Lynne Franks started off 
by getting £20 a week from Miss Ham- 
nett. Her consultancy now employs 29 
people, represents retail outlets, manu- 
facturers and magazines, turns over 
£750,000 a year and in 1985 ran a cam- 
paign for the Labour party. 

These new enterprises do not always 
find that the business climate of London 
helps them grow. Planning restrictions, 
for example, can often frustrate new 
developments. A prime site at Hammer- 
smith Broadway has remained near-dere- 
lict for 15 years as local politicians have 
squabbled over its possible uses. So the 
western extension of Kensington’s shops 
and offices comes to a dead stop just 
before the site, and valuable local jobs 
are lost. A few doors along Covent Gar- 
den’s main street from Miss Franks’s 
office the fashion retailer, Sabre, whose 
managing director is the 32-year-old Miss 
Jo van Praag, has a clothes shop. Small 
changes to its windows have brought it 
trouble from the planners of Westminster 
Council—and this in an area of London 
where planners have been prepared to 
lose whole Victorian blocks. Those prob- 


lems, Miss van Praag reckons, have cost 
her about £50,000. Still, Sabre’s design- 
to-manufacturing-to-retail knitwear busi- 
ness has grown from a turnover of £3.5m 
seven years ago to £8m today. It exports 
50% of its products and is looking for new 
high-street outlets. 

Three successful swallows do not an 
economic summer make. But anybody 
who knows London well can find a hand- 
ful of similar examples, like Mr Gary 
Mayall, who started selling old clothes in 
Kensington market, went into the one- 
night-a-week sweaty nightclub business, 
and at 27 now charters cross-channel 
ferries for all-night concerts (tickets £21 a 
throw—not much poverty there). Put 
these little entrepreneurs alongside the 
explosion of televison and video compa- 
nies that followed Britain’s fourth televi- 
sion channel, which favours small, inde- 
pendent producers; add the advertising 
industry, world-renowned for its creative 
skills; drop in London's rock musicians 
and actors, who still provide a dispropor- 
tionate amount of the world’s showbiz 
talent; remember that the Unlisted Secu- 
rities Market now provides a way for 
entrepreneurs to raise extra capital and 
make a small fortune by selling off part of 
their idea: and then some, at least, of the 
conditions for sustained growth are met. 
One enterprise jostles another for top 
place in what is fashionable for the 
moment. 

There are worries, however. First, do 
enough of these entrepreneurs really 
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want to grow? Some shrewd foreign ob- 
servers, like the restaurateur Mr Payton, 
doubt whether the new British business- 
man, or businesswoman, really wants to 
take on the world in the way that their 
German, American or Japanese counter- 
parts do. Only a few companies in the 
street-cred economy have made it really 
big. The Habitat/Mothercare group has; 
Mr Harry Goodman’s Intasun travel com- 
pany (whose low-cost foreign tour busi- 
ness, Club 18-30, is a brilliant device for 
marketing sun and sex) has, to be the 
second biggest in Britain; Saatchi and 
Saatchi, the ever-expanding advertising- 
to-management-consultancy conglomer- 
ate has; Mr Richard Branson’s Virgin 
group has, spectacularly. 

All these businesses have one key char- 
acteristic in common—they have market- 
ing flair. To see what that can do, look at 
London’s West End theatres. While they 
often moan about value-added tax, their 
real story has been marketing their prod- 
uct to new audiences. Theatre ticket gift 
tokens; special deals for students and 
schoolchildren; a booth in Leicester 
Square that sells cut-price-same-day tick- 
ets; telephone credit card booking; tie- 


Four women 


ups with British Rail—all have helped to 
transform audiences in four years. Gross 
revenue has nearly doubled in that time; 
more theatres are now open. In one 
respect—the growth of tourism—the the- 
atres have been helped by events outside 
their control. But they know that they 
cannot rely on tourists alone. The trick is 
to make it so easy for Londoners to buy 
tickets and get to the theatre that they 
come to the West End not once a year, 
but three, four or five times. And the 
boom feeds on itself. As audiences and 
revenues grow, sO more investors are 
interested in putting their money in both 
new theatres and new productions. 

The theatre has been helped by the tax- 
break Business Expansion Scheme. In 
that respect, government policies have 
aided the street-cred economy. But small 
schemes like that apart, the second worry 
about London’s economic future is that 
Britain’s political climate may not help its 
young new businesses turn into big, mid- 
dle-aged ones. There is little difficulty in 
identifying the policies that would do the 
trick. They might, also, clear up the 
persistent pockets of poverty in the 
crescent. 


. need to take a few political risks if London is to achieve its full potential. 


They can learn a lot from one man 


It is absurd to make prescriptions for a 
city. London’s future is in the hands of 
the 6.7m people who live there, motivat- 
ed by their own sense of what they want 
from life and how they want to get it. 
Some people, however, are more impor- 
tant than others. Four women can now 
take decisions to help London grow—and 
ielp regenerate the British economy, too. 

The first is Mrs Frances Morrell, La- 
bour chairwoman of the Inner London 
Education Authority (ILEA). ILEA is the 
largest multi-ethnic education authority 
in the world, costing £1 billion a year. 
Because it looks after the education of 
only the 12 inner boroughs and the City, 
it has within its 1,000 schools a cross- 
section of London’s worst social prob- 
lems. It classifies only 60% of its 300,000 
school students as ethnically British; 40% 
of its secondary school pupils (more in 
primary schools) qualify for free school 
meals; about 25% of all its children are 
from one-parent families. 

There are two key tasks facing Mrs 
Morrell and her colleagues. One they 
have always taken seriously; one they are 
starting to. The first, on which the ILEA 
under Mrs Morrell cannot be faulted, 
despite constant sniping from most of 
Britain’s press, is to stop the racism 
evident in older Britons being passed to 
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the next generation. The second is to 
stretch all pupils to the highest level of 
educational attainment. It is vital that 
London’s children believe that they are 
capable of great things, and are given the 
confidence to go out into the world of 
business and get them. For too long 
(though matters may now be changing) 
poor teachers in central London had low 
expectations of their charges. None suf- 
fered from this so much as black children. 
In some parts of London, it is now black 


Shirley Porter's people 
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parents, tired of seeing their children 
considered fit only for break-dancing and 
reggae, who take the lead in the search 
for higher educational standards. 

The second woman whose attitudes are 
vital to London’s future is Lady Porter, as 
unlike Mrs Morrell as it is possible to be. 
She is the Conservative leader of West- 
minster borough, which makes up most of 
London’s centre. When the GLC goes, she 
will become Mrs London. She has the 
energy and hucksterism to play the part 
with gusto. She too must say that London 
has become a multi-racial city, will always 
be a multi-racial city and can enjoy being 
a multi-racial city. She is one of the few 
Conservatives who can do that with con- 
viction. At the same time, she must 
persuade her Conservative colleagues in 
central London that tourism is one of the 
city’s salvations, and that life for the 
tourist must be made much easier, not 
harder. 

Lady Porter should also devise a sensi- 
ble planning policy for London’s centre. 
That does not mean a free-for-all. The 
best policy would be one that was indif- 
ferent to the uses to which older premises 
would be put, while tightly controlling 
changes to their external appearance. 
Covent Garden testifies that the street- 
cred economy likes old facades. Even this 
moderate relaxation will not please some 
of her stick-in-the-mud officers and col- 
leagues. She should tell them that if 
planning departments had got their hands 
on her father, he would not have grown 
from a market trader to own Tesco, one 
of Britain’s most successful retailers. 

The third woman, Mrs Lynda Chalker, 
the Minister for Transport, has a unique 
opportunity. With the passing of the GLC, 
she takes responsibility for 65 miles of 
London’s key roads, to add to the nation- 
al road network she already controls. She 
can cut the knots of congestion that still 
strangle the city centre, 30 years after the 
motorway rings were mooted. She has a 
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year before the run-up to the general 
election will make difficult decisions im- 
possible. That means pressing ahead with 
the east London river crossing, improving 
the Dartford tunnel, going all out for a 
fixed-link across the Channel, finishing 
quickly the improvements currently un- 
der way on the North Circular Road and 
making such changes as are environmen- 
tally possible (with much more use of 
tunnels than her department has yet 
countenanced) on the South Circular. 

She should not sneer at some of the 
GLC’s traffic experiments. When, in 1984, 
the GLC deliberately created a huge tail- 
back along the Great West Road from 
Hammersmith, Mrs Chalker’s colleagues 
fumed about the injustice done to the 
motorist. Yet public transport from the 
west to central London is excellent. So 
Mrs Chalker should not aim to get more 
traffic into the centre; she should certain- 
ly not make parking in central London 
easier than now. The success of the LRT 
means that she does not need to worry 
much about car-bound commuters from 
outer London. They can, and should, 
travel by rail. Removal of through traffic 
from neighbourhood high streets is the 
key to a sensible transport policy. 

The fourth woman, of course, is Mrs 
Thatcher. She will find some of her re- 
sponsibilities more congenial than others. 
The first is to do all in her power to 
_ encourage the street-cred economy. She 


_ cannot rely on manufacturing jobs com- 


ing back in large numbers, because they 
will not. She cannot hope that an expan- 
sion of the City will mop up all London’s 
unemployment, because it will not—in- 
deed, some observers already nervously 
wonder (remembering recent scandals at 
Lloyds, the debacle in the tin market, and 
the collapse of Johnson Matthey Bank- 
ers) whether the City can take all the 
opportunities that the financial services 
revolution seems to offer. 

But the new entrepreneurs are already 
in place, and could grow. What they need 
is a healthy dose of deregulation. That 


means looser laws for street traders, an 
end to Britain's restrictive licensing laws 
in pubs and restaurants, relaxation of 
Sunday trading laws and as many radio 
stations as London’s entertainment-mad 
young want to set up. All these are 
policies that Mrs Thatcher says she be- 
lieves in. She probably also believes that 
if firms want to locate just inside the M25, 
they should be allowed to do so, green 
belt or no. She should tell her Conserva- 
tive councillors in the shires that econom- 
ic regeneration may require the sacrifice 
of one or two of their golf-courses. 

She will find it harder to give a lead on 
the problems of jobs, homes and race. 
She too must come to terms with Lon- 
don’s multi-racial nature, and learn to 
love it. One speech recognising that black 
and brown people have much to offer 
Britain and have been discriminated 
against in the past would go a long way. 
She must also tackle public housing. That 
means telling her ministers to pursue a 
mixture of policies. The management of 
some estates should be handed over ei- 
ther to their tenants or to London’s 
voluntary housing associations, They 
would be much better at attracting private 
capital for refurbishment than local au- 
thorities. But some capital must come 
from central government too; many of the 
problems of the worst estates started with 
misguided subsidy policies from the cen- 
tre (which, for example, encouraged tow- 
er blocks). Central government must now 
bear some of the costs of putting them 
right. Jobs in labour-intensive industries 
like construction, plumbing and decorat- 
ing would follow. 

In some estates, the only solution— 
even at the risk of breaking up some 
communities—is to get the present ten- 
ants out, either by bribing them with a 
cash grant to spend elsewhere, or by 
wholesale demolition followed by rehous- 
ing. Some of those tenants will have to be 
rehoused in the outer boroughs, close to 
the jobs that are likely to follow the M25. 
It follows that Mrs Thatcher is going to 
have to do what the GLC never could— 
crack a whip over Conservatives in the 
outer boroughs until they recognise their 
responsibility to the whole city. 

She will find that easier if her ministers 
remember that London's political geogra- 
phy is not fixed for ever. Some shrewd 
local politicians now seriously doubt 
whether all the 32 boroughs are big 
enough to do their job. Before they were 
created, most people thought they would 
have a population of 250,000-300,000. 
But Hammersmith and Fulham, for ex- 
ample, never had more than 220,000 and 
now has less than 150,000. There is a 
serious shortage of talent ready to be 
either borough councillors or chief offi- 
cers (at least one borough in the crescent 


has had the devil’s own job finding a new 
chief executive). 

The boundaries’ commission will start 
to look at London’s boroughs in 1987. 
Mrs Thatcher should take seriously the 
ideas of Mr Ken Young, an academic who 
for 20 years had been one of London’s 
most careful observers. He thinks that the 
age-old problem of city and suburb can 
only be met if boroughs are amalgamated 
so that they include both rich and poor 
areas (see map), a plan that is already a 
topic of hot debate among London’s local 
politicians. Redistribution of houses and 
wealth is easier within one borough, 
thinks Mr Young, than across borough 
boundaries. Amalgamation, properly 
done, would also address the problem of 
dilution of talent by reducing the number 
of officers and councillors. 

A greater dilemma for Mrs Thatcher 
will be the police, and the worsening 
relationship between them and young 
blacks. Liaison groups between commu- 
nities and the police have not solved that, 
because the middle-aged blacks on them 
do not have the respect of youngsters. 
More riot gear will not solve it, because if 
the police up the stakes, black youngsters 
will respond with yet more violence. 

There is one obvious solution. At pre- 
sent, every British police force outside 
London is under the control (to some 
extent) of a police authority two-thirds of 
whose members are elected politicians. In 
London, the police authority is the Home 
Secretary. The reason given for this 
anomaly is that the concentration of dip- 
lomatic and governmental duties in Lon- 
don makes central-government control 
necessary. This is nonsense. The majority 
of London’s policeman are in local sta- 





Citizen Ken... 


tions, dealing with local problems. If local 
contro! of the police is considered impor- 
tant in the rest of Britain, where it is 
usually irrelevant, how much more im- 
portant is it in London, where it would 
actually make a difference? Bluntly, Lon- 
don’s policing problems will not be solved 
until there are more black policemen. 
There will not be more black policemen 
until black politicians have some control 
over police chiefs. That will be messy. 
Both sides will have to learn about the 
others’ needs; both will have to modify 
their rhetoric. No other solution has a cat 
in hell’s chance of working. 

Only one of these four women—Mrs 
iviorrell—would pass the time of day with 
the man who, in a most curious way, has 
come to symbolise the new London. Mr 
Ken Livingstone became leader of the 
GLC immediately after Labour won the 
1981 local election. With a few col- 
leagues, he mounted an effective putsch 
against the moderate Labour leadership 
and took control of the council. He was 
branded as a loony left-winger; some of 
his statements on matters like Northern 
Ireland have been odd. But Mr Living- 
stone has run the GLC for nearly five years 
with tremendous verve. Like the good 
machine-politician he is, he has built up a 
coalition of blacks, Irish, gays, and the 
young who—while they may not ever vote 
Labour again—all felt some affection for 
the man. Blacks especially believe—and 
it is Mr Livingstone’s proudest boast that 
they do—that no policy for London will 
ever be able to ignore them again. 

His administration was often criticised 
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for handing out grants to its political 
friends, and indeed, he played Tammany 
games with all the skill of an old-fash- 
ioned American Democrat. But as Mr 
Maurice Stonefrost, his chief executive 
says, the GLC’s grants policy had one 
enormous benefit. Even if done for some 


...and his fans 
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blatantly political reason, it doubled the 
amount of public money that was spent 
not by bureaucrats but by ordinary peo- 
ple. Mr Livingstone’s GLC made many 
mistakes and was often devious; some of 
his colleagues were, and are, nasty and 
dangerous. But any politician who got 
apolitical people to cover their cars with 
“Save the GLC” stickers achieved 
something. 

That something was to convince Lon- 
doners that after years of having their city 
labelled as a problem, it was in fact great 
fun. One summer's night last year, 40,000 
people assembled on the South Bank to 
watch Urban Sax, a group of 50 French 
saxophonists, perform at County Hall, 
the GLC’s headquarters. The players clam- 
bered over roofs, swayed in the breeze, 
abseiled to the ground. Signs mournfully 
said that since the GLC would soon be no 
more, the audience was unlikely ever to 
get such a free spectacle again. 

Yet Mrs Thatcher was right to abolish 
the GLC, despite the fact that the combi- 
nation of Whitehall ministries, boroughs 
and quangos that will replace it has no 
coherence. If the GLC ever had a signifi- 
cant role in governing London, it had lost 
it long before Mr Livingstone. And noth- 
ing he did came close to justifying its size 
and expense. But if abolishing the GLC 
means that nobody powerful any longer 
cares about young London's quirky cre- 
ativity, something much more important 
than a local authority will have been lost. 
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Loosing the chains 


London needs to be set free 


For over a century, the square mile of the 
City has epitomised both London’s 
wealth and its creativity. In an obvious 
way, it still does; the City’s salaries attest 
to that, and so does the skill with which its 
brokers have discovered new markets, 
new businesses, new uses for their desk- 
top computers. But if God may still be 
found in the Wren and Hawksmoor 
churches that dot the City, Mammon has 
moved. A new square mile is outperform- 
ing the City for creativity and risk-taking. 
Bounded by Regent Street to the west, 
the river to the south, Kingsway to the 
east and Oxford Street to the north, Soho 
and Covent Garden now represent what 
the British do best. 

Stick-in-the-muds will sniff. The new 
square mile is loud, vulgar, sometimes 
spivvy, always flash. Its jobs may be 
impermanent, its successes fleeting. What 
it has, above any other sector of the 
British economy, is a classless, go-for-it 
entrepreneurial culture that you will be 
hard pressed to find among manufactur- 
ers or among older parts of the service 
sector—like the law—which have missed 
opportunities to carve out new markets. 

The new square mile is not going to 
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Ready to fly 


solve all London’s social problems, but it 
could solve some. Its activities go with the 
grain of what makes young Britons tick. It 
needs more people educated enough to 
evaluate business risks, more banks and 
financiers unstuffy enough to back them 
and more opportunities to take those 
risks. That is why liberalisation of shop 
hours, licensing laws, street entertain- 
ment and radio is so important. 

Some liberalisation is equally impor- 
tant on London’s fringes. The green belt 
has served those who live in it very well, 
and those with the cash and transport to 
visit it quite well. But it is much more 
debatable whether it has served all Lon- 
don’s people well. It was designed as a 
belt; not a noose. Many new businesses 
want to set up along the M25. Few of them 
will be in the smokestack factories of 
yore; most will be in low-rise, clean, well- 
designed buildings—or they would be, if 
planning authorities on London’s periph- 
ery allowed such premises to be built. 
Allowing businesses to go where the 
communications are best—and that 
means, with the exception of dockland, 
the margins of the M2s—does not mean 
that all the open fields round London 
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It's not raining now 


must be bricked over. It does mean that 
in the twenty-first century, it will make 
more sense to think of green wedges than 
of a green belt. 

The mix of policies outlined here is, it 
can easily be argued, that what suits all of 
Britain—not just London. But it is partic- 
ularly important in London, for two rea- 
sons. First, London's businesses have 
historically been the cutting edge of the 
British economy, more outward-looking, 
more profitable, their workers more high- 
ly paid. What is good for London is good 
for Britain. 

Second, London already has a critical 
mass of enterprise in the industries of the 
future. The groundwork is already done; 
all that is now needed is for governmen* 
to let Londoners build a new economy 
less reliant on manufacturing and public 
administration. London’s people have 
spent too many years chained in. Their 
shackles have been those of prejudice and 
racism; of municipal landlords; of a Brit- 
ish class system which values idleness in 
the country above energy in the town, 
work on a dealing floor above that in a 
factory, aad both above serving in a 
restaurant; of an attitude that supports 
those who want to preserve their privi- 
leges of space and jobs over those desper- 
ate for both. The problems of the past few 
years, or the past few months, have 
blinded Londoners to the fact that Lon- 
don is a rich city that people from all over 
the world want to visit and enjoy. The 
tragedy of London is that its own people 
have been convinced that their city is 
poor and pinched. But over the past ten 
years many Londoners have strained at 
the chains as never before. It is time the 
chains were loosed. 
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GUESS WHO’S OFFERING 
YOU A SAY IN 

A FUTURE GOVERNMENT 
FOR LONDON. 


Though an Act of Parliament can abolish the GLC, 
it can't abolish the wishes of Londoners to have their 
own elected authority. 


Not now, not ever. 


And because there's no time like the present for 
thinking about the future, the GLC is undertaking 
a research project into the likely options a new 
government for London could take. 


Typically, it's based on the views and opinions of 
Londoners — from professional organisations to 
voluntary bodies to individuals alike. 


Which means we'd like to hear from you. We'd 
welcome any comments, be they criticisms or 
suggestions. 


To help you, we've put together a special leaflet. 


It tells you how London has been run in the past, how it 
is run now and how it could be run in the future. 


To obtain the leaflet, simply send off the coupon. 
But do give it some thought. After all, it is your future 
we're talking about. 


FUTURE OF LONDON'S GOVERNMENT 


Please send me a leaflet to 
NAME 


ADDRESS 


FREEPOST, London SE1 7BP. GLC 
sip oaks three quai ned a 


Send to: London Research Project, DG/FLG, Room B9, 
Or tel: 633 Se 
a Poll conducted for Thames TV Ne 
Grestty aloni banari for Londona Working for London 
Due to demand, the ‘deadline for submissions has been extended to 31.1.86. 
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The power behind 
your business 


It pays to invest electric. Every £1 saved on your Energy Bill 
is a further £1 towards profits or company growth. 


To help you make the most effective and 
economic use of electricity ring our 
FREE ADVISORY SERVICE Hotline today! 


HEAD OFFICE: 
Templar House, 81/87 High Holborn, London WC1V 6NU. 
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Westland sets the Tories 


spinning 


The future leadership of the Tory party 
could turn on the whirl of a helicopter 
blade. The argument seething within the 
cabinet over the future of Westland, the 
-Yeovil helicopter firm, has now produced 

deep breach in relations between the 
‘prime minister and her defence secretary 
Mr Michael Heseltine. He is pondering 
resignation, she is sufficiently furious to 
contemplate his dismissal. 

The dispute is not just evidence of Mrs 
Thatcher's increasingly cantankerous 
leadership. Her supporters are convinced 
that Mr Heseltine has engineered the 
dispute for his own political advantage. 
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Don't blame Brittan . . . 


As Mrs Thatcher has long respected his 
popularity within the party and his admin- 
istrative ability, he has been able to 
challenge her authority and dare her to 
dismiss him. The outcome may thus de- 
termine the manner in which Mr Hesel- 
tine makes his bid for the succession— 
and affect any bid from his rival on the 
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party’s liberal wing, the energy secretary 
Mr Peter Walker. 

The dispute’s origin seemed innocuous 
enough: what should be the government’s 
attitude to a rescue of a small (albeit 
Britain’s only) helicopter company. The 
issue came to a head at a three-hour 
meeting of the cabinet’s economic strate- 
gy committee on December 9th. Chaired 
by Mrs Thatcher, this was attended, un- 
usually, for part of the time by two 
outsiders; Sir John Cuckney, Westland’s 
chairman, appointed to save the company 
in June 1985 at the behest of the Bank of 
England, and Mr Marcus Agius, a direc- 
tor of Lazards, Westland’s financial 
advisers. 

At the meeting Mrs Thatcher and the 
industry secretary, Mr Leon Brittan, 
made it clear they believed the future of 
Westland must be decided by the compa- 
ny’s board and shareholders—whether 
this involved receivership, a link with the 
American helicopter company Sikorsky 
and its associate Fiat of Italy, or a rescue 
operation by a European consortium. 
Their view was that there was no great 
defence issue at stake, nor would British 
interests be harmed by a closer relation- 
ship between Westland and Sikorsky, 
with whom the British company was al- 
ready linked. Mrs Thatcher gave Sir John 
until 4pm on December 13th to make his 
choice. She undertook that if Westland 
did a deal with Sikorsky, she would 
ensure that an arrangement made by the 
Ministry of Defence’s (MOD's) national 
armament director to buy European bat- 
tlefield (anti-tank) helicopters would be 
cancelled, so that the government would 
be free to buy Sikorsky’s Black Hawk. 

After the outsiders had left the meet- 
ing, Mr Heseltine argued that the future 
harmonisation of European defence pro- 
curement, the keynote of his 1985 de- 
fence white paper, would be at risk if 
Westland became a mere metal-basher 
for the Black Hawk—a helicopter which 
MOD anyway did not want. He proposed 
that the issue should go before the full 
cabinet. Mrs Thatcher refused, on the 
ground that this was a lot of fuss about a 


minor issue. 

From this refusal all else followed. Mr 
Heseltine regarded it as the constitutional 
right of a senior minister to be able to 
take to cabinet a question that he thinks 
crucial to his departmental responsibility. 
Mrs Thatcher regarded the cabinet agen- 
da as her province. Although there has 
been no further cabinet discussion of the 
alternatives, the full cabinet did, on De- 
cember 19th, endorse the line taken by 
the economic strategy committee. In ad- 
dition, ministers agreed there would be 
no further “public campaigning” by any 
of them. A decision not to intervene had 
been formally taken and was announced 
in the House of Commons by both the 
prime minister and Mr Brittan. 


Better than a crash 

Mr Heseltine’s case has been weakened 
by his apparent lack of concern when 
Westland ran into trouble last summer. 





... for Heseltine’s huffiness 


Westland’s bankers—National Westmin- 
ster and Barclays—had approached MOD 
for assistance with additional orders to 
rescue the overborrowed company. Mr 
Heseltine had demurred. It was not, he 
said, any part of his job to give out MOD 
orders merely to keep a company solvent. 
If Westland could not put its finances in 
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order, then it was no concern of his if it 
passed into receivership. 

This exchange quickly became known 
in the defence industry, and caused fur- 
ther difficulty for Westland with its sub- 
contractors and creditors. These were 
compounded in October, when Sir John 
Cuckney had to ask the Department of 
Trade and Industry to underwrite an 
Indian order for 21 helicopters which 
were in any case due to be paid for from 
the aid budget. Mr Brittan refused. The 
European aerospace companies, them- 
selves threatened by excess world capaci- 
ty for helicopters, would have been con- 
tent to see Westland in liquidation. The 
British General Electric Company (GEC) 
and British Aerospace would have been 
equally content to buy up the remnants. 

Mr Heseltine now saw the implications 
for his policy of European co-operation in 
defence procurement. Already anxious to 
get a bigger share for Britain of the 
European fighter project, he decided to 
try to get some rationalisation of Eu- 
rope’s helicopter enterprises. These were 


Banana skin job 


No New Year's honour for Mr Bob 
Geldof, hero of Ethiopian Live Aid, yet 
a full knighthood for Mr Gordon Reece, 
cosmetician of Mrs Thatcher's media 
image? First Downing Street answer: 
honours are for benefit to "British ser- 
vices and interests’. Mr Geldof was 
helping Ethiopians. Second answer: he’s 
Irish and the republic of Ireland doesn’t 
let its citizens take honours from the 
Queen. Exceptions are made but it’s 
frightfully complicated. But why was 
almost nobody connected with Ethiopi- 
an famine relief honoured? No, it is not 
because the agencies attacked the Over- 
seas Development Agency, thus losing 
its honours patronage. They just didn’t 
quite fit. And what has Mr Reece done 
for “British services and interests’? I 
say, that’s a bit below the belt, old boy. 





Sea King: a commercial, military, or political issue? 





then working on four different projects, 
each involving varying degrees of multi- 
nationational collaboration, among them 
two rival programmes for a new battle- 
field helicopter. 

By November, Mr Heseltine had per- 
suaded his three European partners 
(France, Germany and Italy) to standar- 
dise on a single battlefield helicopter 
programme, which would be supported 
by a memorandum of understanding that 
it would be bought by the four govern- 
ments. This offered a saving of £25m to 
the British defence budget, with which 
Mr Heseltine later proposed to buy an 
additional six Sea King helicopters (ironi- 
cally based on Sikorsky designs). 

Although Sikorsky was known to be 
interested in Westland—with which it had 
collaborated for 38 years and which it 
wished to use as a European base for the 
manufacture of Black Hawk—it was not 
until the early hours of December 13th, 
just before Mrs Thatcher’s deadline ex- 
pired, that Sikorsky and Fiat provided 
their bankable £72m reconstruction pro- 
posal which would give them a 30% stake 
in Westland. This removed the prospect 
of immediate receivership. 

At once the Europeans, and apparently 
Mr Heseltine, saw in the deal a threat to 
their joint venture and yet another ad- 
vance for American technological hege- 
mony. All Westland’s technology might 
pass to Sikorsky (a subsidiary of the giant 
United Technologies, makers of Pratt 
and Whitney engines). Mr Heseltine 
therefore became a fervent private spon- 
sor of a £73m counter proposal from a 
European consortium of GEC/British 
Aerospace, Aérospatiale of France, MBB 
(Messerschmitt-Bélkow-Blohm) of Ger- 
many and Agusta of Italy. 

The bid was supported by a brazen 
anti-Sikorsky campaign. Mr Heseltine’s 
supporters, including many on the Tory 
defence committee as well as cabinet 
colleagues sympathetic to his constitu- 
tional position, focused their attacks on 
Mr Brittan, but largely as a surrogate for 


Mrs Thatcher. One incidental result has 
been a refreshingly public debate on a 
normally secret area of policy, defence 
procurement. The Official Secrets Act 
has been in ribbons. At one point, irate 
ministers were reading whole chunks of 
cabinet papers directly to journalists. 

Present indications are that unless the 
European consortium firms up its propos- 
al, or GEC decides to make a bid for the 
whole of Westland costing some £60m, 
the Westland board will still opt for the 
American reconstruction. The European 
consortium has said that a Sikorsky res- 
cue would lead to Britain being shut out 
of future helicopter collaboration, with 
the implication that European fighter 
contracts might be affected as well. Mr 
Brittan’s reply, strongly supported by the 
Treasury and Mrs Thatcher, is that it will 
be for the MOD to decide from whom i^ 
wishes to buy aircraft. 

A victory for Sikorsky would leave Mr 
Heseltine in a bind. The next cabinet 
meeting is on January 9th. A number of 
Mr Heseltine’s cabinet colleagues agree 
with his fight for a European approach to 
defence procurement, for more govern- 
ment involvement in industry, for the 
right of ministers to run their own depart- 
ments with less back-seat driving from 
Downing Street, and, most of all, for the 
right of ministers to bring departmental 
policy issues to full cabinet. They relish 
his independent stand against Mrs 
Thatcher. But that is not the same as 
agreeing it is a resignation issue. 

Were Mr Heseltine to go for such 
reasons, he would have to conduct a 
vigorous campaign of self-justification 
against Mrs Thatcher from the back 
benches, effectively challenging her lead- 
ership. He would certainly make a more 
plausible opponent than such worst 
predecessors as Mr Francis Pym or Sir 9 
Gilmour. Mr Peter Walker, who unti 
now has ploughed an independent fur- 
row, and believes himself stronger within 
the cabinet, might even feel obliged to 
engineer his own departure too, so as not 
to be left behind. For Mrs Thatcher, who 
laboriously recrafted her “election cabi- 
net” last summer, this would be more 
than a nuisance. It would be a threat. 
Once again, her treatment of senior col- 
leagues has landed her with a needless 
load of trouble. 






Invisible earnings 


Rentier to the world 


Britain now has larger net invisible earn- 
ings than any other country. In 1985, it 
had an estimated trade deficit of more 
than £2 billion—which meant a deficit of 
more than £10 billion on its non-oil trade. 
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vincible ivsibes 


| UK current soon 


oF owever, the current account remained 

- firmly in surplus, thanks to net invisible 
earnings (such as. those from banking, 
eer and» foreign. investments) ` of 









ound £54 billion. Once the workshop of 
the world, Britain has become its biggest 
“rentier”: 
` Until recently, Anenii held that title. 
In 1982, its $28 billion (£16 billion) sur- 
plus om invisibles was five times bigger 
_ than that of the second largest net earner 
of them, © Switzerland, However, as 
America has now transformed itself from 
the world’s s biggest creditor into almost its 
biggest debtor, its surplus on invisibles 
' has practically. vanished. The OECD ex- 
pects. America to run a deficit on invisi- 
< bles of $5 billion in 1986, while it reckons 
- Britain’s surplus could rise further to $9 
_ billion (£64 billion). 
-invisibles have been important for 
” years. Britain has enjoyed ‘a-surplus: on 
their trade in every year since 1948, but 
since 1982 net earnings have suddenly 
_trebled. There are two main reasons: 
- @ The surplus on trade in services has 
‘creased from £2.6 billion to an-estimat- 
| £6 billion. The City’s financial institu- 
*ouons—banking and  insurance—-have 
pulled in more and more business from 
abroad; also, Britain’s travel account 
(business and tourism) moved into sur- 
plus in 1985: following four consecutive 
years of deficit. 
@ Net foreign investment enini: 
terest, profits 





ion in 1984, although initial estima 







flooded abröad, attracted by higher re- 
turns...Britain’s net: foreign assets rose 











< Kuwait). 

<>< However, not all changes in invisible 
trade have moved in Britain's favour. 

There has been. an increasing deficit on 
oreign transfers, of which the largest is 











of which invisible balance (fbn) ts 


and dividends—have 
‘ surged from: £1 billion in 1982 to £3.3 






Diane 2 ‘controls in 1979, money "has 


“ffrom £12 billion in 1979.to £74 billion at, 
the end of 1984, making it the world’s. 
-third largest creditor (behind Japan and“ 


fence « Regiment. 








Top five invisible earners* ($bn) 


the government’s payments to the EEC, 
which amounted to £1.5 billion in the first 


‘three quarters of 1985, 


 Britain’s reported £55 billion surplus on 
invisibles is still lower than its reported oil 
surplus of £8} billion in 1985, but later 
amendments to official statistics may 
show it to have been bigger instead. The 
first figures pencilled in for invisibles for a 
year like 1985 are just brave guesses, and 
thus’subject to huge revisions. The statis- 
ticians’ first stab at-1983"s. surplus on 
invisibles was £2.5 billion; they now reck- 
on it to have been £4 billion. And after 
only nine months, their original estimate 
of the 1984 surplus has swollen by £1 
billion to £5.2 billion. 


Northern Ireland 


How the votes will 
divide 


Ata minute past new year’s midnight the 
Irish Republican Army exploded a bomb 
that killed two policemen and injured a 
third, inthe centre of the cathedral city of 
Armagh. On top of the six attacks on 
Ulster. police stations in the month of 
December; the murderers thus added 
force to. Ulster Unionists’ claim that the 
Anglo-Irish agreement of last November 





makes them less secure. The British gov- 
-emnment is anxious to disprove this, An 


extra battalion of English soldiers is on its 
way to defend the Northern Irish border. 
Eighteen leaders of the 1RA’s political 


m wing Sinn Fein, including its vice-presi 
““dent, Mr Martin McGuinness, have been 


arrested “for investigation’, but without 
being charged, under the Prevention of 
Terrorism Act. 


“This strategy could backfire. The 


‘Unionists are not. happy about English 


soldiers, who might prove even-handed in 


“dealing with Roman Catholics, or even be 
-used'to replace men of their own safely- 


Protestant local. militia, the Ulster De- 
Some of. the Sinn 


Feiners may prove free of any offer 





which they could actually be i 
and their release would annoy the Prot 
tants more than their arrest pleased th 
But at least the British and Trish go 
ernments are giving the impression: 
their agreement means something 
practice. Meetings of ministers and of 
cials, and particularly of the police chie 
of the two parts of Ireland, are usefully 
passing the time until the end of Janu 
when the Ulster Unionist parties: 
their by-elections in the 15.of 
ince’s 17 seats that they hold 
two months will then have passe 
the two. prime ministers. signed tl 
agreement, Parliamentary schedules, anc 
the Christmas holidays, have already tak- 
en the lightning out of this substitute 
the referendum that the Unionists wan 
The arrest of the Sinn Fein leaders 
least hamper that party’s electoral eff 
So how will Ulster vote? 
Eleven constituencies have solid Prot- 
estant Unionist majorities. Eight Official — 
Unionists {including their leader, Mr 
James Molyneaux) will be re-elected. 
will two Democratic Unionists (includi 
their leader, Mr lan Paisley); also the 
maverick Unionist, Mr James Kilfedder. 
Six constituencies have Roman Catho- 
lic majorities. Of these, Londond 
representéd by Mr John Hume, ‘of the 
Social Democratic’ and “Labour Party 
(SDLP), who is holding tight to- his seat: 
West Belfast in 1983 elected Mr Ger 
Adams of Sinn Fein, who has never taken 
his seat, and so cannot give it up. That 
leaves four seats in which the peculiar 
unfairness ‘of the British: fi 
post electoral system could p 

































































by Unionists, mainly because the f 
lic vote split. 


alist majority (see table) split three 
between the SDLP, Sinn Fein and 
Workers’ Party. (The we is the rump of 


Ulster’s split seats 


Votes cast at 1983 general election — 
Newry & Armagh east 18 988 
jationalist’ 28,432 


' (soLe17,434, $9,928 
Unionist 23, 240 
















Mid-Ulster 
{our 16, 174, ovr 7, a 
National ist 28,906 
Fermanagh Unionist 28,630 
& S.-Tyrone (all oup) 
Nationalist 31,526 
(st 20,954, SDLP 9,923, we 649) 
South Down Unionist 24,436 


(our 20,693; ove 3,743) 

Nationalist 25,070 

(sour 20,145, SF 4,074, we 851). 
Parties: Officiat Unionist {oup); Democratic Unionist (our), $06 
Democratic and Labour Party {SDLP}; Sinn Fein ($F); Workers’ Pary 
(wP). Winner in bald type. 
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the former Official Sinn Fein organisa- 
tion: it campaigns not for violence but for 
socialism, and so is very unpopular). The 
SDLP came top, but the Unionists worked 
an electoral pact, so the single Protestant 
candidate was elected with a majority of 
1,554. 

@ In Fermanagh & South Tyrone, the 
much smaller Catholic majority was again 
split, this time in favour of Sinn Fein. The 
Protestant pact held, so the Unionists 
won easily. 

@ In mid-Ulster, the nationalist cause 
won almost 6,000 more votes than its 
rival, and the Protestant vote split two 
ways. The gospel-singing Presbyterian 
minister Mr William McCrea got in with 
exactly 30% of the vote and a majority of 
78; 1,735 votes went to the non-sectarian 
Alliance party. 

@ In South Down, the Protestant-Catho- 
lic divide is practically equal; experts 
reckon there are 15 more Catholics on the 
register. The Catholic vote split, as usual. 
So did the Protestant block: Mr Enoch 
Powell, the Anglican Official Unionist 
candidate, had a Presbyterian Democrat- 
ic Unionist up against him, so only just 
squeaked in. As in mid-Ulster, the Alli- 
ance votes could have swung it. 


aL Sa 7, 


At the coming by-elections the Union- 
ists will be everywhere united. On the 
nationalist side, Sinn Fein offered the 
SDLP a similar pact, but the SDLP indig- 
nantly turned down a deal that could have 
given Sinn Fein Mid-Ulster and Ferman- 
agh, and the SDLP Newry and even South 
Down. Mr Enoch Powell in South Down 
can thus thank the nationalists for making 
his seat safe as houses. In the remaining 
three Catholic-majority constituencies 
everything depends on how the Catholics 
vote. Traditionally they tend to bunch 
behind the candidate most likely to keep 
the Protestants out. This time the SDLP 
should be the front-runner. Its candidates 
may do well, if they are not scuppered by 
the collapse of the Alliance party, split 
down the middle on the Anglo-Irish 
agreement. Those few Alliance people 
who bother to turn out will very likely 
vote Unionist. 

There is a joker in the pack: the 
bitterly-resented new legislation designed 
to prevent the old custom of fraudulent 
voting. The experts at the funny business 
have been the Official Unionists and, 
more recently, Sinn Fein. Both could 
suffer if, by some chance, the anti-fraud 
provisions actually work. 





October revolution 


Britain’s bus revolution starts on Mon- 
day. Only the Kerensky stage, it is true: 
from that date any existing operator will 
normally be automatically licensed to run 
any route (except in London) that he asks 
for. But next October the entire old order 
of bus regulation will be swept away. 
Tom, Dick and Harriet have only to 
register by February 28th what services 
(outside London) they wish to operate 
and from October 26th they can do it: no 
right for other operators to object, no 
route licence, no obligation to run mon- 
ey-losing routes or times as well as profit- 
spinners—just put on the road such buses 
and staff as meet public-service standards 
and you're away. 

| For existing operators, most of whom 
are running comfortable monopolies, this 
rush of competition will be a horrid 
shock; especially for those in the public 
sector—the 50-odd municipal services, 
those of the passenger transport execu- 
tives in today’s metropolitan counties, 
National Bus and its Scottish equivalent 
(both of which are due for privatisation). 
Their staff and trade unions also are 
agitated, fearful of job losses and wage- 
cuts as what they call the cowboys move 
in. Some of the newcomers will get horrid 
shocks too: they will have to run any 
Service they take on for at least three 


months, and, within the limits of commer- 
cial competition, the established opera- 
tors will be free to play rough. 

And what about the passengers? They 
are supposed to be the big winners. But 
won't the newcomers simply cream off 
the profitable services, leaving rural 
routes, late-night services or concession- 
ary fares to go hang? Phooey, says Mr 
Nicholas Ridley, the transport secretary. 
He claims operating costs will be cut by 





Back to the days when charas competed 
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30%, competition will reduce fares and 
bring new services—as happened after 
inter-city coach services were deregulated 
in 1980. And local authorities will still be 
entitled to subsidise fares, say, for pen- 
sioners much as now; and to keep open 
socially useful services, putting them out 
by tender to whichever operator seeks the 
least subsidy for running them, 

Provided, that is, councils have the 
money. Outside London, local authori- 
ties in England in 1985-86 will probably 
spend £200m on cheap fares and £350m 
on revenue subsidy to public transport. 
Mr Ridley expects them to spend rather 
more next financial year on cheap fares, 
but much less in general subsidy; not least 
because the joint boards that will replace 
the metropolitan counties will have their 
spending limited by Whitehall. 

The passenger transport executives 
naturally are crying woe. West Midlands 
the biggest, with over 500m passenger- 
journeys a year, thinks it may have to 
raise fares by 20%, though it is muffling 
its earlier heavy hints of hefty cuts in 
services and jobs. Who, it wonders, will 
meet the annual £6m cost of half-fares for 
schoolchildren? 

Fare rises of that order would cut bus 
usage in these areas, which, at about 2 
billion passenger-journeys a year, is sur- 
prisingly little lower than it was five years 
ago. But the real test of Mr Ridley’s 
hopes and his critics’ fears will come in 
the shires, where usage is down by about 
a fifth. In country areas, families without 
cars are today more isolated than they 
would have been 50 years ago; for them, 
the big issue is not whether the bus costs 
more or less but whether it runs at all. 

Will it? A four-year experiment around 
Hereford suggests so. It brought new 
competition, mostly shaken out as th 
battle grew tougher, reduced fares signif 
cantly, and increased bus mileage in 
towns while leaving it unchanged else- 
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ut—though you might not have 


gu essed it from the behaviour of compet- 
ing bus crews—this was not, in fact, a 
for-all. Routes were still licensed, 
and the few-contested ones, inside Here- 
rd, were mostly the profitable last stage 
of unprofitable rural journeys, which a 
truly free operator could cut out. The 
„market revolution has still to be tested. 


1es of Scotland 
d we aren't 


é leisurely efforts of Scotland’s main 
~ Protestant churches to find enough com- 
mon ground for union seem to have run 
‘into the sands. For the past 18 years, since 
the 1960s heyday of ecumenism, the 
Church of Scotland, the Scottish Episco- 
pal Church and four smaller churches 
~ (Methodists, Congregationalists, the 
United Free Church of Scotland and the 
“United Reformed Church) have been 
holding what they genteelly describe as a 
‘Multilateral Conversation on the scope 
: for union, The upshot has been a series of 
“father academic reports. Then last spring, 
the Conversation put forward a set of 
solid: proposals; which were ‘sent out. by 
the Church of Scotland's General Assem- 
bly to its 46 presbyteries, or regional 
councils, to gauge the response from the 
pews. 
“Tt-has been, according to that church's 
influential. monthly magazine Life and 
Work, almost universally hostile. Of the 
two © largest presbyteries, Edinburgh 
; agreed by a small and cautious majority 
< that a plan of union based on the: propos- 


den’s d y 


government papers for 1955—a qui- 
fear, on the whole—have just been 


hey have | 


ere: is, for 


nty has been held out... 
It-is: now. revealed that Sir Winston 
hurchill, at one. of his last cabinets (he 
th 


ca. Sir Anthony Eden, at the first cabinet 

he took as prime minister (April 7th), 
agreed with. his: colleagues that Eisen- 
hower's and Dulles’s proposed d ti 


"Though the eabinet i is supposed to be a 


als. should be drawn up, Glasgow voted 
heavily against. Others were ruder. Gree- 
nock, for example, attacked the plan as 
an attempt to create “bishops in 
disguise”. 

That was the trouble: not the theology, 
but the imagined threat to the Kirk’s 
fiercely democratic form of church gov- 
ernment. To knit together the Episcopa- 
lians, the Scottish arm of the Anglican 
church, with the five other, bishopless 
churches, the report had urged the devel- 
opment of a “three-fold ministry”. Indi- 


vidual kirks are run by their minister, and 
by their lay elders, who share most of the 
tasks of the minister and who participate 
in all the church’s decisions, including 
those on doctrine, on equal terms with 
ordained ministers. The Episcopalians, 
said the report, would need to give their 
lay deacons more authority. The Church 
of Scotland might elect the moderators 
(or.chairmen) of regional presbyteries for 
several years at a time, instead of the 
present one year; and the Declaratory 


Articles, its constitution as Scotland’s 


decisive body, much of its time was 
taken up with postponing decisions: 
whether to. legislate against immigrants 
“from the Caribbean or of Indian ances- 
try; whether to help the Egyptians build 
the Aswan high dam; what to do about 
Cyprus.or Malta, about admitting Japan 
to GATT, about the textile market, about 
“the death penalty. 
“Some hardy perennials bloomed: trou- 
ble with the IRA, for instance, on the 
border between: the six and the 26 coun: 
ties. There was a British welcome for Mr 
Eamonn de Valera’s speech at his party 
conference’in March, in which he insist- 
ed that the majority in Northern Ireland 
“must be. brought i in by persuasion, not 
coercion“; and’ was “most explicit in 
condemning the. proponents of physical 
force’. The Ministry of Transport could 
see neither value nor advantage in a 
Channel tunnel. Russian. propaganda, - 
“curiously strident and somewhat hys- 
terical”. in the: words of Sir William 


established church, might need what 
report called “minimal” changes. 
These suggestions might sound as 
ful for the Episcopalians as for t 
And they have other problems with 
notion of union: theirs is the only 01 
the six churches involved that does 


But the Kirk has complained loudest. 
Scots take their religion seriously (s 
17% claim to attend church regular 
compared with 9% of the English), a 
spent much of the sixteenth and seve 


lish bishops at bay. The “Pisk es” Scc 
land's li Prates ‘church. 


Church of Scotland—are n 
ed as they once were, as int 
at their habit of kneeling to pra 
than sitting like good Kirk folk: 
The Pisky prays upon his knees, 
His back he wilina bend, 
Because he darena meditate 
Upon his latter end. 
But plenty of Scots presbyterians still fe 
as hostile to bishops as their ancestors did 
in John Knox's day. 

Grandiose schemes’ of ioral u 
may be a dead duck, but pragmatic loi 
co-operation flourishes, espe 
those bleak ‘suburban housing — 
where different. Protestant denomir 
tions, struggling with common cash pro 
lems, sometimes share church buildings 
And there is more: in Aberdeen, a newl 
built Church of Scotland parish church 
connected by a corridor of common kitch 
en and other community facilities to’ 
local Roman Catholic one. 


Hayter in Moscow, laiditon thick about: 
the iniquity ofthe West. One. of the 
many subjects ministers. had doubts: 
about was whether they should:.cancel . 
the invitation to Bulganin and Khru- 
shchev to visit Britain in 1956, after th 
whopping lies Bulganin and Khrushchev 
told on their visit to India in 1955. 

Eden and Bulganin had got on unusu- 
ally well at a dinner party during the: 
Geneva conference in July. “Ina long 
experience of talks with Russians”, Eden 
told his colleagues, “I think that this was: 
the most important and: certainly. the. 
frankest. conversation that. I | have 
known.” The establishment did not lea 
into excited action when autumn brought 
the revelation that Guy Burgess an 
Donald Maclean, the diplomats missing 
since 1951, were ensconced in Moscow 
Mr Harold Macmillan commented that 
“nothing could be worse than alot of: 
muckraking and innuendo”; moreover, 

“almost all the accusations of the press 
against the laxity. of the authorities are 
really demands for manent the English 
Common Law.” 








BRITAIN’S CHARITIES 





Towards a giving culture 


Britain’s charities are well-placed to help the government in its war of 
attrition on the cost of the welfare state. First, many of them want one 
concession: that the chancellor, Mr Nigel Lawson, permit personal tax 
deductibility for charitable contributions, as in America. This, they say, 


would lead to a su 


e in charitable activi 


. It would also mark a 


significant step towards the “convergence” of British and American tax 


philosophies 


There are more than 150,000 registered 
charities in Britain, with an annual in- 
come of £9 billion. One-third of charita- 
ble activity is carried out by religious 
denominations, housing associations and 
independent schools (spending roughly 
£1 billion a year each). The remaining 
two-thirds is mostly “fringe welfare 
state”. It includes clinics and hospices, 
orphanages and old people’s homes, the 
National Trust, the Ramblers Association 
and thousands of arts, leisure and social 
service groups. Compared with the state 
sector, many of these organisations are 
low-cost, labour-intensive and highly-mo- 
tivated. As publicly-provided social ser- 
vices are squeezed between rising need 
and static resources, voluntary charities 
mop up surplus demand. Surely now is 
the time, they say, for a Tory government 
to encourage more individuals to give to 
voluntary organisations. 

However, the Treasury has always 
strongly resisted any encouragement 
which might take the form of tax incen- 
tives—in marked contrast to its American 
and European counterparts. Tax allow- 
ances are messy and cost money in lost 
revenue. Besides, the Treasury feels it is 
already the charities’ best friend. Central 
government grants to the voluntary sector 
have risen by 35% in real terms since 
1979. Include grants from quangos and 
local authorities, and direct aid is now 
some £1 billion a year, 12% of turnover. 
To this should be added the state’s contri- 
bution to the biggest growth area of 
charity income: fees and charges. Chari- 
ties have become substantial welfare 
“sub-contractors”, able to suck resources 
out of the public purse even where direct 
aid is not available. In 1983-84, local 
councils alone paid £140m in fees to 
voluntary institutions, in addition to over 


50 


£200m in grants. As costly public-sector 
children’s homes and residential centres 
are amalgamated or closed, cheaper 
(charities would say more efficient) vol- 
untary institutions are the obvious alter- 
native. Dr Barnardo’s and the Spastics 
Society now get over half their income 
from local authorities rather than gifts. 
“Voluntarisation” is fast becoming the 
acceptable face of privatisation in Brit- 
ain’s social services. 

Nor, says the Treasury, is this the only 
form of its generosity. Exemption from 
50% of rates, tax relief on investment 
income and on capital gains and transfer 
tax totalled £380m when last assessed (in 


No, Geldof’s not deductible 


1982). In addition, charities received 
£86m back from the Inland Revenue in 
rebated taxes on covenanted donations. 
In 1980, the government reduced the 
length of covenant necessary to qualify 
for this tax rebate from seven to four 
years. In a little-known concession, it also 
introduced personal top-rate tax relief for 
rich donors: higher-rate taxpayers can 
claim relief down to the standard rate on 
charitable donations up to £10,000 a year. 
This is only a small toe in the door of 
American-style personal tax deductibil- 
ity. But it is worth some £1m a year t 
British charities, and it is a precedent. 


Not so generous 

To these claims of state generosity the 
charities make two rejoinders. First is 
that the generosity is small beer. Public- 
sector grants and fees recognise merely 
that the state cannot answer every social 
need. Charities are like any private sub- 
contractor, filling a gap in public provi- 
sion. It is only the tax privileges which 
represent specific favourable treatment 
by the Treasury. And these privileges are 
meagre. Even after adding 50% rates 
exemption to covenant tax rebates and 
other reliefs, the Charities Aid Founda- 
tion (CAF) claims that, for its “top twenty” 
charities, tax relief is worth only 10% of 
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income. This percentage falls by half 
when national insurance contributions, 
VAT and other payments back to govern- 
ment are deducted. 

The second rejoinder is that Britain’s 
type of relief is peculiarly unhelpful to 
charities that seek to generate new (as 
opposed to old) sources of donations. As 
with local authorities and nationalised 
industries, so with charities, British gov- 
ernments like to keep their beneficiaries 
on a short rein. Grants and fees are 
therefore popular in Whitehall and town 
hall. They can control such spending in 
detail from one year to the next. Al- 
though the covenant system is a form of 
tax relief, it is relatively predictable in 
size and scope. And many old-fashioned 
charities tell the Treasury they like the 
security of the four-year covenant system, 
with its regular rebate cheque direct from 
^e Inland Revenue. 

Yet while covenants have attractions to 
those who like a quiet life, donors are 
discouraged because they have to give 
from their post-tax income. In effect, 
covenanting transfers part of the generos- 
ity from the donor to the Inland Revenue 
while involving the donor in extra form- 
filling and witnessing. The four-year 
minimum is a disincentive, unless an 
intermediary such as the Charities Aid 
Foundation is used. This is particularly 
unappealing for companies which may 
not want to commit money that far ahead. 
Even for individuals, it is a psychological 
barrier. The essence of much “event” 
giving, especially in America, is sponta- 
neous generosity. Not surprisingly, Brit- 
ish charities find it hard to persuade 
modest donors to covenant contributions. 
They thus suffer the mortification of 
seeing potential rebates vanish. 

Equally frustrating to charities is the 

satment of corporate giving. Despite 
valiant work by the Association for Busi- 
ness Sponsorship of the Arts, companies 
can claim direct tax relief only on charity 
sponsorship that can be presented to the 
taxman as nothing of the sort. Deductible 
spending must qualify as “wholly and 
exclusively for the purpose of trade”. 
Any evidence of benefit to the charity is 
pounced on as ineligible—though, to add 
to the confusion, some inspectors are 
more ruthless than others. The Revenue 
is particularly hostile to the use of a 
sponsored event, such as a gala, as cover 
for business entertainment. Companies 
cannot sponsor a building or other capital 
work free of tax, since such spending is 
blatantly of benefit to the recipient 
charity. 

For sponsorship or other donations to 
attract relief, companies have either to 
insist on obtrusive publicity for an 
event—plastering an` exhibition with 
crude advertising—or admit their pur- 
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No lifeboats from her Inland Revenue 


pose is indeed philanthropic and pursue 
the tortuous covenant route. In the latter 
case, the taxman turns turtle and insists 
that no benefit may accrue to the donor 
company. The charity must not be seen to 
supply the donor with a service obtained 
tax-free. In other words, British tax 
makes no allowance for the most potent 
source of fund-raising in America, the 
concept of a deductible “dual benefit” to 
giver and receiver: “there’s something in 
this for both of us”. (Though the Office of 
Arts and Libraries does offer a challenge 
grant to arts charities who can attract a 
corporate sponsor.) 


Stay close to nurse 

Only those British politicians and bureau- 
crats who are ignorant of the behaviour of 
both corporations and charities—which 
means most of them—could consider 
Britain's tax system a positive incentive to 


‘giving. Shrewder Whitehall minds accept 


this: to them the beauty of the system is 
that it actually discourages giving and 
with it the incidence of revenue loss to the 
Exchequer. An incentive to give is an 
incentive to avoid tax. Grants and to a 
lesser extent fees, says the Treasury, are 
fixed and cash-limitable. Tax reliefs are 
open-ended. Direct subsidy is always to 
be preferred to indirect. 

Statistics show how far voluntary or- 
ganisations are now dependent on gov- 
ernment as a result of this attitude. Chari- 
ties may be expanding through the 
perceived inadequacies of the welfare 
State: between 1976 and 1981, income 


How they get their cash 





from fees and charges rose in real terms 
by 167% and from direct grant public 
bodies by 50%. Yet over the same period, 
money from fund-raising and donations 
fell by 40%. Private giving’s share of 
charitable income dropped from 28% to 
just 12%. It was as if government were 
saying to the voluntary sector, rely on Big 
Brother, don’t wander out into the fund- 
raising jungle, or at least not at any new 
expense to the Exchequer. Charities have 
responded appropriately. 

Nowhere is this more evident than with 
the arts, where fund-raising has become a 
desperate game of survival. The manipu- 
lation of a confused tax regime for specifi- 
cally corporate sponsorship has enabled 
arts organisations to approach American 
levels of business support, for instance for 
opera and music sponsorship. The arts 
have failed completely, however, to gen- 
erate those individual gifts which are so 
important a part of the American charita- 
ble scene. Some 20% of the Metropolitan 
Opera’s income in New York comes in 
the form of personal gifts, against under 
6% for Covent Garden. American muse- 
ums now rely heavily on deductible dona- 
tions from individuals. Half the New 
York Metropolitan Museum's income is 
from this source, against virtually none 
for its London counterparts. This is the 
challenge which the Victoria and Albert 
Museum is bravely seeking to meet with 
its voluntary admission donation. 

This is why Britain's charity campaign- 
ers have now set their sights on personal 
income tax deductibility. They point out 


Charity group Fund Raising Fees & Investment Statutory 
& Donations Charges Income Grants 
% of net % of net % of net % of net 
income income income income 
General & Overseas 16.9 — 78.9" 1.6 
Relief of Poverty 2.2 57.7° 11.4 27.9 
Children 18.5 49.4° 12.7 19.0 
Old Age 5.4 85.3° 7.4 0.1 
Health §5.2° 23.4 12.9 6.2 
Social Welfare 1.5 94.1° 2.0 2.0 
Religion 56.7° 22.3 18.0 2.0 
Education 15.0 60.1* 8.4 9.2 
Miscellaneous 23.5 42.4* 19.4 3.1 
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Source: Charities Aid Foundation 1983-84 
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that forms of deductibility now exist in 
America, France, Germany, Italy and 
Canada. The certainty of a tax benefit of 
30-60% of any donation would transform 
Britain’s fund-raising climate. It would 
break through the barrier of personal 
meanness and generate the “giving cul- 
ture” so applauded in America. Tax- 
relief receipts would shower like confetti 
from charity balls, Oxfam stalls, spon- 


sored marathons and fund-raising 
luncheons. 
The American way of giving 


Yet the formidable battery of objections 
from the Treasury must still be overcome. 
First is simply that deductibility would 
lose the Revenue too much money. 
American example supports the Trea- 
sury’s case. Americans gave an estimated 
$61 billion to not-for-profit organisations 
this year—guesstimates suggest the con- 
sequent revenue loss as high as $10 bil- 
lion. Not surprisingly, a deficit-obsessed 
American Treasury wants to recoup some 
of this loss. As a result, under President 
Reagan’s tax reform package, America is 
moving in the opposite direction to that in 
which the British Treasury is being urged. 

At present, American taxpayers can 
offset against tax any gifts of up to 50% of 
their taxable income each year, depend- 
ing on the type of charity. The gift, and 
the deductible value, can take the form of 
objects and property as well as cash. 
Companies may donate up to 10% of pre- 
tax profits. This even applies to the 60% 
of taxpayers who do not submit an ite- 
mised return but claim a standard deduc- 
tion: the charity relief is available to them 
as a bonus. The American Treasury now 
wants only those who itemise to be able to 
deduct, a reform which charity lobbyists 
claim could lose them $5 billion in gifts. 
The bulk of givers who claim the standard 
deduction would be stripped of any spe- 
cific incentive to generosity. . 

The British Treasury says it would be 
Stupid to move towards an extravagant 
personal relief from which its American 
counterpart is struggling to escape. Be- 
sides, it says, many British institutions 
have shown that energy and imagination 
are already realising a “giving culture” 
without any new incentive: look at the 
success of famine relief agencies, the 
NSPCC and such largely unaided arts bod- 
ies as the Royal Academy and Glynde- 
bourne opera. Why throw good tax mon- 
ey at such willing donors? 

A further problem is that in Britain 
only 20% of taxpayers submit tax returns 
of any sort. Most pay through PAYE. 
Allowing for charity gifts through the 
PAYE coding would be immensely compli- 
cated. Indeed, the present chaos at the 
Inland Revenue virtually rules it out. 

Lobbyists are working hard to meet this 





But Glyndebourne needs no rebate 


and other Treasury objections, with 
schemes mostly dependent on the compu- 
terisation of PAYE at the end of the 
decade. But there are immediate innova- 
tions now being put to the Treasury for its 
annual pre-budget wrangle: 

@ Permit deductibility for those already 
filing a tax return. For simplicity and to 
hold down revenue loss, the allowance 
could be restricted to annual donations in 
the range £100-1,000, at least initially. An 
alternative is to restrict the allowance to 
1% of taxable income. It could be pre- 
sented as an incentive to the wealthy 
urban self-employed to fill the estimated 
£7m gap in annual charity grants to be lost 
with the GLC and Metropolitan councils 
next spring. 

@ At least abolish the £10,000 upper 
limit for donations qualifying for top-rate 
relief. Since the relief is only partial, why 
should wealthy individuals not be encour- 
aged to give massively to charity in what 
might be a single bonanza year? 

@ Permit those who do not file a return 
to reclaim tax on a once-a-year donation 
direct from the Inland Revenue. Books of 
receipts would be issued to charities who 
would issue them to donors who could in 
turn send them (once a year per taxpayer) 
to the Revenue for a standard-rate re- 
bate. This would cost thoney, but it would 
particularly help event fund-raisers (such 
as Live Aid) to tap new and spontaneous 
sources of giving. Such a “Geldof rebate” 
would be politically attractive. 

@ So that all registered charities (includ- 
ing the more suspect schools, churches 
and housing associations) do not benefit 
at the taxpayers’ expense, introduce a 
two-tier charity regime. Only approved 
“foundations” would be eligible for do- 


nor relief (as in France) or receive tax 
rebate receipts. 

@ In addition to introducing personal tax 
relief, reduce the qualifying period for 
rebates on covenants from four years to 
one—even at the risk of opposition from 
more old-fashioned charities. At the very 
least, do this for company covenants. 
Charities could choose whether to offer 
donors tax receipts or covenants. 

@ Relax the “dual benefit’ restriction 
for corporate sponsorship. Provided 
there is some clear benefit to a company, 
permit it to treat charity donations as a 
pre-tax expense up to a percentage of 
profits. This would also permit a relax- 
ation on the no-capital-works rule. 

@ When computerised PAYE is up and 
running, examine ways of coding which 
encourage payroll giving, as in Germany. 
Call it Give-as-you-earn (GAYE). 

@ If a toe-in-the-water reform is pre 
ferred, encourage the setting up of Com- 
munity Trusts, one to each local govern- 
ment district. Individual, corporate and 
payroll donations could be made to such 
trusts free of tax to the donor—a charity 
version of enterprise zones. The trusts 
could co-ordinate and redistribute the 
money to local charities which at present 
do not enjoy the spur of deductibility at 
source. Such an innovation could play a 
big part in inner-city regeneration 
through the non-profit sector. Communi- 
ty Trusts are booming in America. 

None of these reforms would demand a 
seismic change in Treasury tax philoso- 
phy. The upper limit on deductibility for 
personal donations could be adjusted af- 
ter a time in the light of the estimated loss 
of tax revenue. The Treasury could even 
require that direct grants to charities be 
reduced as alternative sources of charity 
income are drawn from the private sector 
If such income is not forthcoming, the ta 
loss will be less and will reduce the case 
for cutting direct grant. Such a shift from 
direct to indirect subsidy (from grant to 
tax relief) need not be at extra cost to the 
taxpayer. Yet the shift could not fail to 
benefit the charity sector. Each pound of 
indirect subsidy would be attracting more 
than a pound of donation income, 

America is moving away from its ex- 
travagant tax treatment for charitable 
giving. But it is inconceivable that the 
principle of personal tax deductibility for 
charity donations will be abandoned. In 
Britain, meagre incentives to giving do 
exist, but through the unappealing route 
of the covenant-with-rebate. Britain 
should accept the American route and 
energetically exploit the personal tax sys- 
tem to encourage alternatives to state 
money for social and related services. It is 
strange that Mrs Thatcher, with her belief 
in the voluntary sector, should at present 
be resisting such a reform. 
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BUSINESS THIS WEEK 


Nigeria produced a tough budget 
that included a 30% surcharge on all 
imports. It will limit the amount of 


| foreign exchange to be used for 


-debt-servicing to 30% of export. 
earnings in 1986. 


stland, the British helicopter 


a European consortium to its 

holders as well asa proposal 
‘om Sikorsky (a subsidiary of United 
- Technologies) and Fiat. 


‘| America imposed strict quotas on . 
` imports. of semi-finished steel trom 
the EEC. 


JCA federal judge in New York upheld 

= Union Carbide's proposals, 
including a $2. billion share buy-back 
| programme, to try and fend off GAF's 
evised ane 1 billion takeover bid. 


-| says it needs. This: way 
| West Germany's Volkswagen to 


acquire majority control. 

Toyota, Japan’s biggest carmaker, is 
‘investing $40m in Taiwan to make 

| gmail lorries, cars and components. 


t, France's loss-making state- 
r illi 


Singapore plans to cut contributions 
to its national savings scheme. Lee 
Kuan Yew said that prospects for 
1986 are “duli”. Singapore 


„economists predict: no growth in 1986 
after a-fall in Gop in 1985, 


Occidental Petroleum bid $3 billion 


tor MidCon, an American gas- 


pipeline company. Occidental also 
reaches an agreement with Peru on 
oil exploration, ending.a threat to 


1 rationalise its operations. 


The Italian government approved a 


- $2.94 billion plan to build a bridge or 


tunnel link across the Strait of 
Messina, linking the southern tip of 
Italy with Sicily. 


: Readers Digest magazine faces a 


lawsuit from its Japanese 


‘employees. The company recently 


decided to close its unprofitable 


Tokyo subsidiary after operating = 
there for 24 years. Union leaders 
allege they were not properly 
consulted, 


Japan's leading newspaper, Asahi 
Shimbun, will be printedin. 
Japanese in London from é 
January with copies distrib 
throughout Europe. Some 60,( 


Japanese live in Europe: 


The Hongkong government inje 


$255m into Overseas Trust B 
the bank it rescued in June foll 
allegations of criminal fraud: 


Settlement of the tin mess remained 
as far off as ever, The International 
Tin Council meets again on January: 
14th—the day after the London Metal 
Exchange votes on what to do next. 


The coffee price rose 60% ina 
month. Colombia, the world’s Second 


_ biggest producer, wants export: 
controls administered by the 


international Coffee Organisation: to. 
be scrapped. 


House of Fraser, the Harrods 


“department stores group owned by 


the Egyptian Al-Fayed family, is 
buying Turnbull & Asser, the posh 
London Jermyn Street shirtmaker. 


Economic spd financial indicators : 


are on’ pages 83-84. 





change | % change 
on comp Sales on-comp 
period” $m* period™ Comment 


Australia's largest company announced a free share issue after a 
_ Strong first half. 


Japan's third largest adog company benefited from increased 
handling of high-value prod: ke'cars and machinery. 


The Japanese maker of ‘elecommunications | equipment was hit 
-by sania sales and weak semiconductor prices: 
+6 The American food company has just spun off its toy and fashion 
businesses. 


Britain’s brewing, hotels and leisure group profited from. 4 
buoyant home market, à 


America’s second largest:health-care group saw a 20% increase 
in admissions for psychiatric care. 

The. Japanese electronics multinational reckons the strerigthen- 
ing yen.will mean an earnings drop in 1986. 

The American computer-products maker made big losses after a 
33% plunge in-sales. $ 


The. figures show wy Briain s. helicopter maker needs to be- 
rescued. <. 
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swiftly, accurately and with ut- 
most discretion. He coordinates 
American Express Bank’s world- 
wide facilities (82 offices in 39 
countries) on your behalf, sup- 
ported by one of today’s most 


advanced telecommunications 
and computer networks. 





asset management services, Wig 


exchange, precious metals. An 
all are provided with American 
Express Bank’s traditional com- 
mitment to excellence. 


Secondly, your personal 


_ Account Officer at our Zurich or 


_ Geneva branches is fully com- 
_ mitted to handling your affairs 
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wide investment opportunities 
available through the American 
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Will protectionists force 
Mr Deng’s economic hand? 


a ret Aes, Te 


China’s open door to foreign trade may 
be swinging shut. Growth in output and 
living standards continues unabated but 
this success has gone along with a deterio- 
rating balance of payments. China's ex- 
ports are lagging behind its rise in output; 
its imports are going up much faster than 
‘e government expected a year ago. 
wnti-trade sentiment is already on the 
rise; protectionism at home might com- 
bine with protectionism abroad to slow 
the pace of Mr Deng Xiaoping’s ambi- 
tious economic changes. 

In the third quarter of 1985, China’s 
industrial ouput, according to admittedly 
dicey official statistics, was an extraordi- 
nary 21.1% higher than in the third 
quarter of 1984. But the foreign-trade 
ministry reports that the value of China’s 
exports grew by only 2.3% over the same 
period. Unlike Japan, South Korea or 
Taiwan at early stages of their industrial 
miracles, Mr Deng’s China is not enjoy- 
ing export-led growth. Instead, it is suf- 
fering from export slowdown. China in- 
creased its exports, on average, by 16.5% 
a year between 1978 and 1984. The latest 
2.3% rise in exports is particularly awk- 
ward for a country that saw the value of 
its imports soar by 67% between the first 
three quarters of 1984 and the first three 
quarters of 1985. 
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All this makes for some depressing 
balance-of-payments arithmetic. China’s 
visible trade deficit was $4.4 billion in the 
first nine months of 1985, compared to a 
deficit of $1.1 billion for the whole of 
1984 (see chart). Foreign-exchange re- 
serves dropped from $16 billion to $11 
billion between October 1984 and March 
1985. The authorities used to release 
figures for official reserves regularly and 
promptly. In recent months they have 


Trade winds 


s China's externalbalance 
US$bn 


taken their time doing so, and then an- 
nounced figures that show suspiciously 
little change—eg, $12 billion at the end of 
the third quarter of 1985. Unofficial ana- 
lysts put the reserves as low as $5 billion. 

Worse is to come. If the state statistical 
bureau in Peking is right, a surge in 
imports in the final three months of 1985 
caused the trade deficit for the year to rise 
as high as $18 billion. Imports, it reckons, 
totalled $22.5 billion in the nine months 
January-September, then $21.4 billion in 
the three months October-December 
alone. The political sensitivity of the 
trade issue is confirmed by a rare public 
tiff. The foreign trade ministry says that 
the statistical bureau’s fourth-quarter es- 
timate is alarmist. The bureau has refused 
to back down. 

Whichever is right, a protectionist 
bandwagon is rolling—and Japan, as Chi- 
na’s biggest trading partner, is cast in a 
familiar role as the baddie. The Chinese 
grumble that Japanese companies are 
willing to sell to China, but not to invest 
there. At big anti-Japanese demonstra- 
tions in Peking and Chengdu, student 
marchers, probably officially-prompted, 
demanded a boycott of all Japanese 
goods. The government has responded so 
far mostly with symbolic gestures—eg, by 
whingeing through diplomatic channels 
and by ordering the removal of advertise- 
ments for Japanese goods in Peking. 

But the dragon puffs fire as well as 
smoke. Japan stands to suffer most from 
the strict limits the Chinese government 
has put on imports of vehicles for the next 
two years. Toyota alone exported 34,000 
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vehicles to China in 1984, and around 


70,000 in 1985. There are new excise 
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duties on a range of consumer goods. 
_ And Chinese officials talk of cranking up 


their formidable bureaucratic machinery 
to control imports. 

In mitigation, Japan’s trade negotiators 
plead that China’s antiquated ports hold 


_ up China’s exports, and that Japan cannot 


buy more Chinese oil or coal without 
annoying other producers. This is not just 
flannel. The Chinese government had to 
call in troops to help clear a backlog of 
500 ships waiting to load or unload at the 
main ports. Hongkong shipping lines say 
they would happily run more freight ser- 


vices in and out of China, if only China 


could handle them more reliably. 
Nonetheless, one of the biggest obsta- 

cles to an export-led solution to the trade 

imbalance is that China is confronted with 


_ protectionist barriers that are not of its 


own making—including those of Japan. 
Clothes and cloth, heavily protected sec- 
tors in every industrial country, account 
for a declining but still big share of 
China’s exports. Chinese officials say that 
if President Reagan had not vetoed in 
December 1985 the textiles-bashing trade 
bill passed by Congress, their exporters 
would have lost sales worth around 
$500m a year. 

Textile protectionists in Japan have 
had more luck. Textiles accounted for 
15% of China’s exports to Japan in 1984, 
after an increase of 42% by value over 
1983. Japanese textiles producers lobbied 
successfully to restrain further growth. 


Japan's ministry of international trade 


and industry now gives “administrative 
guidance” to textile importers. 
Without strong earnings from textiles 


exports, it will be hard for China to 


diversify into non-textiles manufacturing. 
Even so, China could do much to boost its 
export earnings while waiting for the 
trade climate to improve. 

The same bureaucracy that can suffo- 
cate importers still has exporters in an 
enervating embrace. Enterprises, from 


_ provincial governments down, need ex- 
port licences for 151 different goods, 


including rice, cotton, tungsten, oil, coal 
and sweetcorn. The government plans to 
extend these controls. Another bad gov- 
ernment practice is to set domestic prices 


_ for manufactured goods artificially high. 
_ The idea is to inflate the taxable profits of 


enterprises in order to raise revenue for 
the government's budget. The effect is to 
make it relatively unprofitable to sell 
goods abroad—where they fetch only the 
uninflated market price. 

Thanks mainly to the rise in living 


standards that his policies have brought, 


Mr Deng and his allies still seem to have 
the upper hand in their struggle with 
those in China who want a return to rigid 


SS PR ee ere sus = 


central control and planning. But the 
worsening balance of payments may force 
the Dengists to go slower. Their political 
opponents last year exploited the emer- 
gence of corruption among officials in 14 
liberalised special economic zones to per- 
suade the government to reimpose con- 
trols in ten of them. 


British oil companies 


Infanticide 


Britain's middling-sized oil companies— 
caught between falling prices and the 
rising cost of exploring in deeper waters 
in the North Sea—are trading away inde- 
pendence for financial security. Their 
demise is a blow to those who once 
dreamed that North Sea oil would spawn 
flourishing home-grown Shells and Occi- 
dentals. With the odd exception, that now 
looks a forlorn hope. 

Two deals in the dying days of 1985 
mark the trend. Charterhouse Petroleum, 
regarded by many as the best and the 
most entrepreneurial of the oil companies 
founded when Britain’s North Sea oil 
boom was at its noisiest, was the first to 
give up. Thwarted in last summer's efforts 
to arrange a friendly merger with another 
promising British independent, Saxon 








Only for giants 


Oil, it agreed to sell itself to Petrofina, 
the Belgian energy giant, for £145m. 

Just two days later, London and Scot- 
tish Marine Oil (LASMO), the third largest 
British independent, unveiled a complex 
£93m share-swap deal which is designed 
to raise badly-needed finance and keep it 
free from predators for the next two 
years—but at the cost of mortgaging itself 
to RTZ, the mining and energy group. RTZ 
swapped its 29% stake in Enterprise Oil, 


Saudi Arabia loses the Midas touch 


There is a straightforward explanation 
for Saudi Arabia's decision to quit its 
role as OPEC swing producer: the job was 
bankrupting the kingdom. According to 
new figures from the OECD, Saudi Ara- 
bia drew down nearly half of its foreign 
reserves between 1982 and the end of 
1985. That accounts for most of the 23% 
reduction of OPEC’s total net foreign re- 
serves, from $350 billion in 1981 to 
around $270 billion at the end of 1985. 
The OECD splits OPEC into two groups: 
high absorbers (countries which must 
bear the expense of large populations, 
such as Iran and Nigeria) and low ab- 


OPEC's net foreign assets 
Cumulative current-account surplus 





sorbers (those with relatively small pop- 
ulations, such as Saudi Arabia and Ku- 
wait). The eight high absorbers started 
out with relatively modest foreign assets 
in 1981, which were quickly exhausted 
when oil revenues fell. The five low 
absorbers are still sitting on $260 billion- 
worth, but Saudi Arabia has been 
squeezed far more than its neighbours. 

Saudi Arabia's willingness to cut its oil 
production by three-quarters to help 
prop up OPEC prices pushed its current 
account into a deficit of $25 billion-30 
billion in 1985. The OECD estimates that 
the kingdom's net foreign assets have 
fallen from $150 billion in 1982 to under 
$80 billion at the end of 1985 (see chart). 
Liquid assets may now be less than $50 
billion, because a significant chunk is in 
the form of “loans” to Iraq and lending 
to the IMF and the World Bank. 

Other low absorbers have not cut back 
oil production as dramatically as the 
Saudis. So they have maintained current- 
account surpluses, and their foreign as- 
sets keep growing. Had the Saudis con- 
tinued to hold down oil production, the 
OECD estimates that its foreign reserves 
might have dwindled to $40 billion by the 
end of 1987. The Saudis now have to 
hope that the price war does not wipe out 
the gains made from higher sales. 








A trade primer for 1986 
ree fearless predictions for world trade in 1986. First, the slowdown in 
trade will continue, making policy decisions harder. Second, trade rows 


will revolve around America and 
things will look better but get worse. 


- “Trade-policy makers face a more awk- 
coward new year than many of them think 


2 they do. They ended 1985 in rare accord: 


with an agreement on what to talk about 
new round of international trade 
The accord was long on general- 

hort on details. In 1986, they will 

ve to decide more precisely what to 
That will be made harder by what:is 


lappening to the volume of world trade. 


rose barely 3% in 1985, only one-third 
. of the growth achieved in 1984, In 1986, 
it is. likely to slow further. Negotiations 

r whe trade i is booming. 
Negotiations will be rough anyway 
e the new round is supposed to 


— areas of act vity currently dominated by 
political convenience: services and agri- 
i The Americans, the main sup- 

alks on services, so far have 


, have only one idea: ni 

te at all. Despite a compromise patched 
-up at the end of 1985 to get the trade 
round started, the two sides are as > far 
“apart as ever. 

Agriculture looks little more tracta- 

ble. International: farm trade has: been 
“caught up. inthe collision of domestic 


> policies. Any agreement between the big 


e exporters. depends largely. on whether 
“th 


; mpered subjects in trade negotiations, 
_ will prove comparatively easy to settle in 
86..The current version of the Multi- 
igement (MFA), by which rich 
estrict the amount of textiles 
es can export, runs out in 
; there i is. a scrap about how 
ns should be—a 
, threatened to be 

all the fiercer because many 


‘tries wanted the MFA abolished, ‘not | just 


reformed. As ‘negotiations continue, 
however, it is becoming plain that some 
of the biggest textile exporters, led by 
Hongkong, will settle for a new MFA. 
1985, boring old trade suddenly and 
efly became a burning political issue 
in America. It is likely to become so 
again. In December 1985, President 
Reagan vetoed the textile bill, which 
proposed to slash cloth and clothing 
imports, Since. the. bill went through 
Congress with less than the two-thirds 
majority that is needed to’ overturn a 
presidential veto, it is unlikely that its 


: Petroleum products 


-Organic chemicals 
Wood, paper products 


Fruit and vegetables 


come a divisive political issue. Third, 


Top 20 products, merchandise trade 


of market economies 


Shares in value 

of world trade 
1983 1973 
% (rank) % (rank) 
Crude petroleum 12. 
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süpporters: can. successfully challenge 
President Reagan on this. But there is 
plenty of other protectionist legislation 
with which Congress can embarrass the 


` president. In 1986, all the seats in the 


House of Representatives and one-third 
n the Senate. are up for re-election-—and 


‘trade is one of the few issues on which 


the Democrats. can plausibly wave as 
many flags as the Republicans. It willbe 


harder for Mr Reagan.to veto the next ` 


World trade: % change in volume 
go: 


Agricultural 
products — ` 


Minerals 
(excluding fuels) 


Manufactures 


1980 810 B82 83 84 
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batch of anti-import bills: 

Much will depend on what happens to 
his “fair trade: programme’ 
tember, Mr Reagal ut a list of all 
l | ion planned to. 
make life tougher for foreign: vs 
competitors. The most imi 
the administ 
complaints.a 
under the | 
wait for bu: 
already pro 
computers, Europear 
Japanese. cigaret 
duce bigger rows in 

Yet, despite the coming fuss in 
run-up to America’s mid- 
world trade will probably look calm 
and more prosperous than it actually isin... 
1986. That. is. in part, because the tedi- 
um of the new trade round will—as it is 
designed to—take some of the fuss out of |: 
negotiations. But, more important, it is ~~ 
because. tradé was too often blaméd in - 
1985-for things that had nothing to do 
with trade: policy: misaligned exchange - 
rates, America’s budget deficit and the 
over-indebtedness of some newly-indus- 
trialising countries. : 

Some .of the most: important argu 
ments affecting protectionism: in 19 
will therefore centre on things which do 
not look like trade issues at all. Will 
intervention by the group of five biggest © 
capitalist economies keep pushing thè 
dollar down?: Will sensible reductions in - 
America’s: budget deficit. emerge from. 
the Gramm-Rudman. bill? Will the:‘su- 
per bank”. proposed by Mr James Baker, 


_ the American treasury secretary, work? 


Good news on such issues will be a better 
indicator’ of the health of the word 


“trading system than the number of u 


trading complaints that will hit the heac 
lines in the coming year. 
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another medium-sized exploration com- 
pany which was privatised by the British 
overnment in 1984, for a similar share- 
olding in LASMO. RTZ and LASMO will 
participate together. in. exploration ven- 
tures overseas. Although RTZ has prom- 
_ Jsed not to make a full takeover bid for its 
new partner until 1988, it will then be free 
to. bid, and probably will. Ae 
Independents (usually defined as those 
who only look for and. produce crude oil, 
but. don’t. refine .it into: products) have 
never made the impact-in Britain they 
have in the United States. In America, 
wildcatters. still account for 80% of all 
wells drilled. The independents’ (brief) 
heyday in Britain was in the late 1970s. 
‘Then, with oil prices soaring, the govern- 
ent awarded exploration licences to all 
kinds of newcomers in the hope of em 
couraging a broad-based new indigenous 
dustry. And investors scrambled to 
d, and to back, winners. o seos 
< The fun is now over. The number of , 
independents quoted on the London 
stock market is contracting fast, and will 
et smaller still. Only the two companies 
atised by the government, Britoi] and 
Enterprise, are guaranteed survival for 
the next few years--because the govern- . 
Says it will block any takeover bid 
r them until the late 1980s. Enterprise it 
was that pinched Saxon from Charter- 
ouse for £122m. 
Shareholders in other firms will be glad 
salvage what they čan. Since 1982, the 
ares of smaller British oil companies-— 
ose that have survived—have far under- 
performed the rest of a booming stock - 
et (see chart). With'share prices so 
and interest rates high,‘the indepen- 
nts will be hard pressed either to resist 
cover or to raise the money they need 
to explore for new oil finds of their own, ` 














































Brazil’ lorry makers 



















Truckin’ north 


SAO PAULO 


It now costs so much to build lorries in the | 


United States that American and Europe- 
an manufacturers find the best way to 
compete there with Japanese rivals is to 
build their medium-sized lorries for sale 
in America in Brazil. The latest to do this 
is Paccar, the Seattle assembler of Ken- 
worth and Peterbilt lorries. It has signed a 
ten-year agreement to import from No- 
vember 1986 4,000 lorries a year (and 
later lorry kits) from Volkswagen’s Sao 
Paulo plant. These will be sold under a 
joint Paccar-vw marque. 

vw invested $150m in its Brazilian sub- 
sidiary in 1985 and expects to spend a 
further $600m by the end of 1989, As well 
as lorries, it plans to export 100,000 cars a 
year from Brazil to America from 1987. 
Ford’s Brazilian operation also started in 
1985 to build medium-sized lorries specif- 
ically designed for sale in America. Ford 
hopes to export 5,000 of these to America 
in 1986, It also plans to build a new diesel 
engine in Brazil that will go into the 
lorries to be exported to America and to 
other Ford lorry plants around the world. 

The first manufacturer to use Brazil as 
an export base for America was Mer- 
cedes-Benz, the West German company 
which has sent kits to its plant in Virginia 
for assembly since 1975.. Some 35,000 
Brazilian Mercedes lorries now travel on 


Nigeria has become the second country 
after Peru unilaterally to impose a ceiling 
on foreign-debt repayments. This will 
make less difference than appears at first 
sight. In his new year message to the 
country (effectively the budget an- 
nouncement), General Ibrahim Baban- 
gida said that only 30% of foreign- 
exchange earnings in 1986 will be spent 
on servicing foreign debt. In 1985, .ac- 
cording to Britain's National Westmin- 
_ ster bank, Nigeria's debt-service ratio 
was exactly 30%. . 
Nigeria is far from an ordinary over- 
indebted third-world country. Its esti- 
mated medium- and long-term debt is a 
relatively modest $12 billion. But it has 
between $5 billion and $6 billion of trade 
debts, only $1.2 billion of which is now 
being serviced. The government has 
fixed a foreign-exchange budget of N9.6 
billion ($8.4 billion) for 1986. If the 
government starts repaying more. of its 
trade debts, the N2.9 billion earmarked 

for debt: may not be enough to service 
» the medium- and long-term debts unless 
they are rescheduled. 

































Nigeria talks tough 


Ai - Mercedes is spend- 
ing $250m during the next four years to 
develop a new range of lorries, buses and 
engines to be made in Brazil. 

. Volvo, the Swedish motor firm, wants 
to supply the Volvo White plant in North 
Carolina (as well as its parent company in 

Sweden) with components from its fac- 
tory in Curtiba. It is negotiating an ex- 
port-incentive scheme with the Brazilian 
government that would let it import tax- 
free $1-worth of parts and materials for 
every $3-worth it exported. 

Brazilian component suppliers see a 
lucrative market in America in the vehicle 
makers’ slipstream. Vw.does not make its 
own lorry engines in Brazil, and the ones 
it has used there so far do not meet 
America’s. regulations of exhaust con- 
trols. So the lorries going to the United 
States under the deal with Paccar will beg 
fitted with Brazilian-made C-series en 
gines from Cummins, an American en- 
gine maker that started making vehicle 
engines in Brazil in 1985. 

Cummins also wants to supply Brazil- 
ian-made parts for its own engine plants 
in America. It is currently discussing with 
its local suppliers in Brazil a quality- 
control system that would let parts be 
cheeked by Cummins in the suppliers’ 
own factories and then sent directly to the 
United. States. Cummins is investing 
$80m in its Brazilian subsidiary over the 
next four years. By 1990, the company 
thinks its Brazilian subsidiary’s sales will 
match those of its British outfit; now its 
biggest overseas operation. 









Nigerian budgets often sound tough — 
but turn out wimpish. General Babangi- 
da's first budget sounds even à 
than most, Government” subsidi 
state-owned companies are to be halved 
in 1986, petrol prices (now a ludicrously 
low’ 21 cents a litre) doubled. Most 
important, he has imposed a 30% tax on 
imports (on top of the existing levies) . 
and plans to use the estimated N1 billion 
revenue to encourage non-oil exports, 
These are supposed to contribute 17% of 
1986's export earnings—a wildly opti- 
mistic target given that oil has accourited 
for around 95% of export earnings for a 
decade. a ae 

The effect of a 30% importlevy could 
have been achieved by a 30% devalua- 
tion of the naira, but the government has 
funked that. General Babangida hinted 
that he might set up a “second tier 
foreign-exchange market”. The main ar- 
gument for devaluationis that ‘an over- 
valued exchange rate has bred corrup- 
tion throughout Nigeria. ` ‘Without 
devaluation, no budget will ‘ever. be 
tough enough to overcome that; 

















































































AUSTRALIA’S ENTREPRENEURS 





Playing Australian Rules in 
London and Wall Street 


Australia’s most successful en 


SYONEY, MELBOURNE AND PERTH 


reneurs are now planning assaults 
on British and American companies, followin 


in the footsteps of Mr 


Rupert Murdoch, the media tycoon. Who are the new breed, why and 
p” are they doing it and will they do as well abroad as at home? 


me of the would-be invaders are al- 
ready well known in the financial markets 
of New York and London. Mr Alan Bond 
runs the Perth-based Bond Corporation, 
but is better known outside Australia for 
placing the America’s Cup in the Royal 
Yacht Club in Perth. Another familiar 
name is Mr Robert Holmes à Court, 
a Rhodesian-turned-Western-Australian. 
He plays chess when he is not running his 
racehorses or the Bell group. The Fairfax 
family, Australia’s biggest and oldest me- 
dia group, also has its eyes firmly fixed 
overseas. Just as ambitious, but lesser 
known, are such successful upstarts as Mr 
Ron Brierley, a New Zealander who 
heads Industrial Equity, and Mr John 
Spalvins of the Adelaide Steamship Com- 
pany (Adsteam). 
The latest assault began three months 
ago with a £1.8 billion ($2.5 billion) offer 
we Mr John Elliott’s Elders IXL, a sheep- 
to-beer group, for Allied-Lyons, a 
ritish beverages and food firm. The 
British government has referred the bid 
to the Monopolies and Mergers Commis- 
sion because it is nervous about “‘lever- 


aged bids” of the Elders IXL sort: the 
bidder borrows up to the hilt and, if 
successful, sells off bits of its new acquisi- 
tion to reduce its debt. 

Several Australian entrepreneurs think 
that Mr Elliott played too-open a hand. 
He gave advance notice that he would be 
bidding, and took 18 months to cobble 
together the finance for the bid, using a 
consortium of banks headed by Citicorp. 
Other Australians waiting to invade Wall 
Street and the City will give no notice and 
say that they will arrange their financing 
beforehand. For many, the cash for ac- 
quiring international status will come not 


. from the conservative Australian banks 


but, as in Elders IXL's bid for Allied- 
Lyons, mainly from foreign banks. 

Over the past decade, most Australian 
entrepreneurs have built empires by take- 
over or threatened takeover. They spot 
companies undervalued by the stock mar- 
ket, gain controlling stakes and then 
either sell out to a third party at a profit or 
make the assets sweat for better returns. 
That can involve flogging off bits of the 
companies—a tactic called ‘asset strip- 








ping” when it was adopted by British 
acquirers a decade and a half ago. It fell 
into disrepute when several of the whizz- 
kid acquirers—Mr Jim Slater and Mr 
Oliver Jessel among them—came to grief. 
Some of the tactics used by Australian 
entrepreneurs would not be allowed in 
London today and may soon be outlawed 
in Australia. 

Foreigners, even when raided by Aus- 
tralians, cannot raid Australia in return. 
Although restrictions on foreign invest- 
ment in Australia are being eased by Mr 
Bob Hawke’s Labor government, non- 
Australians need approval from the Fed- 
eral Investment Review Board before 
they can acquire more than 15% of the 
equity of an Australian company. Permis- 
sion is rarely given. 

At home, Australia’s most peppy en- 
trepreneurs, competing and colluding 
among themselves, have grown rapidly by 
taking advantage of the country’s permis- 
sive stock-market regulation. In Australia 
partial offers are common. Under the 
takeover rules, a company must make a 
bid, though not necessarily a full one, if 
its holding in another is more than 20% of 
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AUSTRALIA’S ENTREPRENEURS 





From Sydney's financial district the new tycoons look overseas . . . 


the equity. A skilled takeover tactician 
will amass 19.9% and then make a partial 
bid for, say, 20-30%. The price may be 
high enough to draw out two or three big 
shareholders, allowing the bidder to gain 
control without giving all shareholders a 
chance to participate in the offer. 
Another favoured approach is creeping 
control. A company with just under 20% 
of another is allowed to raise its stake by 
3% every six months without having to 
make a bid. With patience, control can 
pass to it within five or six years. Such 
tactics are frowned upon in London, 





Elliott played an open hand 


where takeover rules are founded on the 
principle that all shareholders, big and 
small, are treated equally. 

Mr John Spalvins, who runs Adsteam, 
has built a successful retailing group by 
making full bids, partial offers and build- 
ing up his equity holdings in companies 
until he has effective control. Adsteam 
now runs, among others, David Jones, a 
big Australian department-store chain, 
Tooth and Company, a wholesaler, and 
Robb and Brown, a timber and building- 
materials supplier. 

Mr Spalvins is a Latvian who emigrated 


60 


to Australia with his parents in 1936. He 
once worked for Chrysler Australia and 
was head-hunted in 1973 by Adelaide 
Steamship, which then owned only a fleet 
of tugboats. Thanks to Mr Spalvins’s 
drive and his takeover tactics, Adsteam is 
now one of the country’s biggest industri- 
al groups. Its net profit last year was 
A$60.2m ($40m), up from A$41.6m the 
previous year. Profit has been growing at 
30-50% a year. To maintain that cracking 
pace, Adsteam needs to look outside 
Australia. 

Through its David Jones subsidiary, 
Adsteam has retailing interests in Ameri- 
ca. Mr Spalvins wants Adsteam listed on 
the London Stock Exchange before too 
long. He says that the company is already 
investing in Britain. He does not rely on 
second-hand reports about any company 
that strikes his fancy. “We don't necessar- 
ily trust reports, you have to get a feel and 
that takes time”. 

In consequence, his known moves into 
Britain have been painstaking. Adsteam 
owns M. Bender (Northern), a small 
company that makes spectacle frames. In 
mid-1985, it took a 4.9% stake in Meyer 
International, a British timber group that 
has a subsidiary in New South Wales. 


Sellers’ market 
In Australia, the local pickings are getting 
slimmer and fewer. Sharp-eyed investors 
have already absorbed most of the good 
companies undervalued by the stock mar- 
ket. In the past six years, bids for compa- 
nies quoted on Australia’s six stock ex- 
changes have totalled more than A$15 
billion (see chart). That compares with 
today’s bull-market capitalisation of 
those markets of some A$90 billion. At 
any one time, Australia has had 30-40 
bids on the boil, roughly the same as the 
London stock market, which has an equi- 
ty capitalisation five times bigger. The ten 
biggest Australian bids in the past six 
years amounted to A$7.25 billion. 
Another reason why Australian entre- 
preneurs are looking overseas for expan- 
sion is the backlash created in Australia 


by their frenetic bid activity at home. Mn 
Henry Bosch, the head of Australia’s 
National Companies and Securities Com- 
mission, is concerned about the number 
of takeovers. He doubts whether many 
serve the interests of Australia or con- 
sumers. He is proposing more discretion- 
ary regulatory powers along the lines of 
those of London's takeover panel. This 
probably means an end to partial bids. 
The Trade Practices Commission, Aus- 
tralia’s trustbuster, also needs beefing up. 

Although the Australian invaders are 
moving into financial and share markets 
where theoretically the rules governing 
takeovers are stiffer than back home, 
they are likely to prove adept at exploit- 
ing the regulations abroad. Many have 
already indulged in Australian-style 
“greenmailing™ (ie, buying stakes in com- 
panies and selling to a third party at a 
profit). It will take little to master tl 
American version: buying shares, threat- 
ening a bid and then selling the shares to 
the target company at a fat profit. Austra- 
lian bidders are also innovative. Witness 
the leveraged consortium bid, which al- 
lows Elders IX to take on Allied-Lyons, 
a company four times its size. 

Other spurs to expansionary adven- 
tures overseas include the scrapping of 
foreign-exchange controls and the float- 
ing of the Australian dollar in December 
1983. Many seek to diversify abroad be- 
cause they do not want their profits tied 
to fluctuations in the Australian dollar 
and the local trade cycle. Only the weak- 
ness of the Australian dollar is temporar- 
ily restraining them. 


Swan-upping 

Perth, Western Australia, a city with a 
population of just over Im, has delusions 
of grandeur. It wants to be the social a 
financial centre of Australia. Perth 
more unfilled hotels than almost any 
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pther city on earth, but it hopes to cram 
them with visitors next year when the 
defence of the America’s Cup gets under 
way. It is also the home of two of 
Australia’s most combative entrepre- 
meurs: Mr Alan Bond and Mr Robert 
(Holmes à Court. 

Both Mr Bond and Mr Holmes a Court 
have ambitions to expand their empires 
overseas. Mr Bond was born in Ealing in 
‘west London, and is an ex-signwriter. He 
made his first few bucks in Australian 
land deals and later took over Western 
Australia’s Swan Brewery. 

In 1982-83, he spent A$140m buying 
into television stations: he owns Channel 
9 in Perth and Channel 9 in Brisbane as 
well as a couple of radio stations. In 1983, 
he moved into retailing, buying the loss- 
making Walton department store. His 
biggest deal so far was his A$1.2 billion 

eover of the Castlemaine Tooheys 

eweries, his final big play in Australia 
before Bond Corporation started looking 
overseas. 

He may not become hyperactive 
abroad for a while yet. The Castlemaine 
Toohey takeover left Bond Corporation 
with debts of A$2.2 billion, compared 
with shareholders’ funds of A$238m. Mr 
Bond’s immediate priority is to shave 
A$500m off borrowings. He plans to sell 
some of his brewing assets and combine 
the others at Castlemaine Tooheys and 
Swan Brewery. He also expects to raise 
A$350m by putting up for sale Bond’s 
hotels, which in Australia means pubs. 

He also hopes to boost cash flow by 
winning a bigger share of the fragmented 
A$S billion-a-year Australian lager mar- 
ket, which has grown recently at the rate 
of 15% a year in some states. His main 
competitor is Elders IXL’s Foster's lager, 
which this year sponsored the Melbourne 

p won by a horse called What a Nui- 

nce, a rank outsider. 

Mr Bond hopes to be more than a 
nuisance to Foster’s with his new black- 
can Swan Premium Export lager, 
launched at the end of 1985 in Sydney. 
Swan, needless to say, will be a sponsor of 
the America’s Cup defence in 1987. All 
this probably means that Mr Bond may 
have his hands full pulling his corporation 
into Australia’s top 10 companies (it now 
ranks 58th), and will not have much time 
to concentrate on his multinational 
ambitions. 

Although Bond Corporation has im- 
pressive offices in Chiswick, west Lon- 
don, its activities in Britain have been 
minor. It owns 75% of Airship Industries 
and, in December 1985, it put up £15m 
for a 45% stake in Thorn EMI Screen 
Entertainments, a film company which is 
being bought out by its management. Mr 
Bond wants to gain access to the compa- 
ny’s 2,000-film library to feed his Austra- 


THE ECONOMIST JANUARY 4 1986 


... and from Perth's too 


lian television channels. 

Mr Bond also sells Swan lager in Brit- 
ain, through a licensing agreement with 
Allied-Lyons, the target of Mr Elliott's 
ambitions. And he is selling non-alcoholic 
lager to the Middle East under the name 
of the Arabic equivalent of swan, long- 
necked goose. 

Banks have proved keen to back his 
schemes and takeovers in the past. He is 
flip about the way he raises money: just, 
it seems, a matter of going to “a couple of 
banks we get along with and telling them 
they could share in the long-term prosper- 





Bond trimmed his sails 


ity of Bond Corporation”. Those banks 
include the Hongkong and Shanghai 
Banking Corporation through Wardley 
Australia, its Australian merchant bank- 
ing arm, and Britain’s Standard Char- 
tered Bank, which helped tie up the 
A$1.2 billion package for Castlemaine 
Tooheys. The State Bank of New South 
Wales was also part of that deal. It 
arranged A$300m of the borrowing. 
Heavy borrowings and Mr Bond’s rep- 
utation for aggression have in the recent 
past depressed Bond Corporation’s stock- 
market rating. But some believe that Mr 
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Bond is now winning grudging acceptance 
from Australia’s financial establishment. 
Acquiring Castlemaine has helped. It has 
given him an industrial blue-chip compa- 
ny that is cash-rich and under-geared. 

Jacksons, an Australian stockbroking 
firm, reckoned that Bond’s cash flow 
would increase markedly following the 
purchase of Castlemaine and a steady 
income from the Harriet oilfield develop- 
ment, off the northern coast of Western 
Australia. Bond has a 30.1% stake in the 
Harriet field. It wants to buy another 
32.5% for A$60m. 

Like Mr Rupert Murdoch, the Austra- 
lian-turned-American, Mr Alan Bond is 
an impulse buyer. He sees a financial 
opportunity, moves in with a bid and 
works out the problems later. It is an 
approach which sometimes causes him 
pain, as with his plunge into retailing. 

Like Mr Robert Holmes à Court, Mr 
Bond has specialised in raiding old estab- 
lished corporations that have grown 
sleepy or complacent. There the similar- 
ity ends. If Mr Murdoch and Mr Bond are 
the gamblers of Australian business, Mr 
Holmes à Court is the croupier. 


Discovered check 

Mr Holmes a Court has one of the 
sharpest minds among Australia’s entre- 
preneurs. His Bell group is capitalised on 
the stock market at over A$700m, of 
which his personal stake amounts to 
A$315m (or 44.6% of the equity). This is 
held through a private company, Heytes- 
bury Securities, named after the Holmes 
a Court family seat in Wiltshire in Eng- 
land, which is now owned by the grand- 
son of the poet Siegfried Sassoon. 

Fifteen years ago, Mr Holmes a Court, 
now rated Australia’s richest man, was 
one-half of a two-man law practice. He 
has the rigorous analytical approach to 
business of the chess buff. His first take- 
over, in 1970, was the near-moribund 
West Australian Worsted and Woollen 
Mills, bought with a borrowed A$75,000. 

Bell, which in 1984 made an operating 
profit of A$40.28m, against A$18.19m in 
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1983, is well known outside Australia. In 
1982, after building up a sizeable stake, it 
acquired Lord Grade’s Associated Com- 
munications Corporation (ACC) for £36m. 
That took Bell into the record, films and 
entertainment business in both America 
and Britain. Mr Holmes a Court, like so 
many Australian entrepreneurs, has a 
nose for undervalued assets. 

According to one of his executives, Mr 
Holmes à Court decides what he is going 
to do and proceeds methodically from 
one stage to the next, undiverted by 
crises, but with fall-back positions for 
each contingency. This has helped earn 
him a reputation, perhaps unfairly, as a 
greenmailer. “He has never bought into 
any company that he is not prepared to 
take over”, says a senior executive. It is 
simply that at the right price he is pre- 
pared to sell out. In 1979, for example, he 
attempted to gain control of Ansett, Aus- 
tralia’s privately-owned second airline; he 
sold his stake to Mr Murdoch at a profit of 
A$6m. Mr Holmes a Court is also pre- 
pared to take on the Goliaths. Two years 
ago, he made a cheeky bid for BHP, 
Australia’s biggest company. He is still 
stalking it. 

Mr Holmes a Court's takeover strategy 
is to take a stake, then (a) flog it, if there 


Holmes à Court works out the moves 


is a big enough profit; or (b) use it to 
acquire control and then sell off assets 
and keep the company lean and profit 
earning; or (c) hang on to the stake for 
nuisance value, gingering up the compa- 
ny’s management, just as he is doing with 
BHP. And then apply (a) or (b). 

In Britain, Bell has an 8% stake in 
Thorn EMI, the engineering-to-entertain- 
ments group, which despite the manage- 
ment buy-out of its films division still has 
bits that would fit nicely with Acc. In 
America, he has drawn up a hit list of 
high-tech companies. And he hopes to 
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pick up bits of RCA when the merger with 
General Electric of America goes 
through. 

Mr Holmes a Court is seen by many 
Australian brokers as ambitious to emu- 
late Mr Murdoch's success in the media 
business. One reason, perhaps, why he is 
stalking The Herald and Weekly Times 
group, in which he has a 3% stake. 

At the moment, Bell's newspaper in- 
terests are a couple of regional Australian 
newspapers and the Western Mail pub- 
lished weekly in Perth. In Britain, Mr 
Holmes a Court took a stake a couple of 
years ago in Fleet Holdings, which pub- 
lishes the Daily Express, the Sunday 
Express and the Star. He sold out to Mr 
Robert Maxwell who in turn sold to 
United Newspapers which ultimately suc- 
cessfully bid for Fleet. 

His ambitions to get a foothold in 
British newspapers are still alive. In part- 
ly furnished offices alongside the Western 
Mail's on Perth's St. George’s Terrace, a 
Bell employee has been plodding through 
the financial statistics of most publishing 
groups in Britain, including The Econo- 
mist. High on the list of possible take- 
overs was the loss-making Daily Tele- 
graph group, until Mr Conrad Black, a 
Canadian businessman, bought control of 
it. But Mr Holmes à Court still thinks he 
may be able to buy a minority stake—say, 
10%, in 12 months’ time. 

The John Fairfax group, which earlier 
this year bought the British right-wing 
weekly, The Spectator, for just under 
£1m, also had its eyes on the Telegraph 
group. Fairfax, which made pre-tax prof- 
its of A$78.5m in 1985, up 50% on the 
previous year, owns The Age in Mel- 
bourne, The Sun (Sydney), The Austra- 
lian Financial Review, reams of provincial 
papers and magazines, as well as a couple 
of television stations in Sydney (ATN7) and 
Brisbane (BTQ7). Fairfax only half-hear- 
tedly pursued the Daily Telegraph, be- 
cause Mr Black already held 14% of the 
equity and had an option arrangement 
over future share disposals, which in the 
end allowed him to take control. 


Played out 

Mr Ron Brierley’s pace is a bit more 
frenetic and a bit more international than 
those of the Bonds, Holmes a Courts and 
Spalvins. But his business philosophy is 
similar. He ferrets around stock markets 
for undervalued companies, takes a stake 
and, if he is lucky, gets a seat on the board 
which allows him to examine the books. 
Mr Brierley, a New Zealander who runs 
Industrial Equity Ltd (IEL), which is much 
the conglomerate its name suggests, is 
Australia’s takeover specialist. In 1984- 
85, his company was involved in 12 bids, 
as well as increasing its stakes in various 
other investments. 


This is what he did before he acquired 
Higbee, a retailer based in Cleveland, 
Ohio, with 11 stores in the north-east of 
the state. IEL calls it, grandiosely, “the 
Bloomingdale’s of the Mid-West”. Hig- 
bee was a textbook example of underval- 
ued assets. When IEL bought its initial 
stake two years ago, it paid $9 a share; 
last year, it paid $50 a share for control. 

IEL’s two areas of expansion are in 
Britain, where there are a “multitude of 
old and redundant companies and ration- 
alisation possibilities” and in America 
“where perceptions of profitability breed 
exceptional discounted asset situations”. 
What this means is that Mr Brierley is a 
contrarian—he buys when others are sell- 
ing, and sells when others are buying. 
Witness the sale earlier this year of a 
9.8% stake in a utility, Consumer Water 
Company of New England. It cost IEL 
$4.8m and was sold for $7.6m. 

Among IEL’s other American interest. 
are stakes in Central Pacific Corporation 
(6%), Package Machinery Company 
(5.2%) and Frawley Corporation (7%). 
In Britain, IEL's holdings include 25% of 
Tozer Kemsley and Millbourn, a car 
dealer, and 21% of William Sommerville 
and Sons, a papermaker. 

In IEL’s latest report and accounts, Mr 





Brierley plays the contrarian 


Brierley takes issue with the National 
Companies and Securities Commission's 
contention that there are “too many take- 
overs in Australia”. He reckons they are 
a good thing for Australian industry but 
“the cycle of extensive rationalisa- 
tion. . . is nearing its natural comple- 
tion. As at the end of any cycle, some 
excesses tend to be prevalent”. That 
seems to be just another way of saying 
that the takeover game is temporarily 
played out in Australia; and that those 
acquisitive companies which want to con- 
tinue to grow had better look overseas. 
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A Master of Business Administration is a valuable The program workload is heavy but the activities 
qualification wherever acquired. But we think that are varied. A ten day overseas study trip is included. 
the experience of taking your MBA at IMI is some- The program ends with a challenging 5-week manage- 
thing rather special. In fact, many of our participants ment consulting project. You will be one of a group 
have told us that it was one of their most interesting of 50 highly motivated managers determined to 


and worthwhile years. succeed both academically and professionally. 

You will work with other managers who have The program lasts nine months and the next 
several years of professional experience and who session is from 25th August 1986 to 22nd May 1987. 
come from twenty or more countries. Your faculty If you have the high potential, stamina and 
represent more than a dozen nationalities. You will openness of mind to join this unusual group, Ahmet 
make friendships spanning the world’s major eco- Aykaç, Director of the MBA Program, will be glad to 
nomic centres and principal business sectors. hear from you. 


International Management Institute, Geneva 
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Established in Geneva in 1946. IMI is an independent non-profit foundation with a substantial permanent faculty teaching, 
researching and consulting on all aspects of advanced management for multi-national companies. governments and 
international organizations. It provides a comprehensive range of general and functional management 
education programs. together with seminars on current Issues. 

The MBA degree is awarded jointly by IMI and the University of Geneva. 
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America’s futures: out of 
the pits? 


Almost 85% of America’s trading in futures—from pork bellies to 
stockmarket indices—takes place on the floor of two exchanges in 
Chicago. But the city’s boisterous markets are not the only way for 
uncertain outsiders to hedge their risks and for speculators to have a 

ing. How long can Chicago’s auction pits hang on to most of the 


orld’s hedging and speculating? 


In 1985, almost the only thing that flour- 
ished on the Windy City’s two big futures 
markets—the Chicago Board of Trade 
and the Chicago Mercantile Exchange— 
was trading in foreign-currency futures 
and options. The dollar’s ups and downs 
helped boost trading in foreign-currency 
futures in America by 70% in the first 11 
months of the year over the total for the 
whole of 1984. Futures used for hedging 
or speculating on interest rates and on the 
stock market more or less marked time, 
while the slump in farm prices cut trading 
in agricultural commodity futures by al- 
most 25% (see chart). 

The continued decline in commodity- 
futures trading and the greater efficiency 
of financial-futures markets are squeezing 
out smaller players in the futures game, in 
two ways. Among brokers who introduce 

usiness to the market, small retail firms 
Brin: on commission income alone have 
suffered because individual investors 
have pulled out of the market. Competi- 
tion has also cut commissions. And trad- 
ers dealing on their own account in the 
pits where futures contracts are auctioned 


Agricultural commodity 60 
futures 
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Financial futures’ years of plenty 


Contracts traded on eleven American exchanges 


are being hurt by the growing efficiency 
of the markets, which cuts the profits they 
can make from arbitrage. 

More than a quarter of the business of 
the futures markets comes from outside. 
The Chicago Board of Trade reckons that 
individual speculators placing orders 
from outside the exchange account for 5- 
7% of turnover. Other outsiders, mainly 
financial institutions, account for another 
20%. The remainder is split between 
floor traders and the brokers when trad- 
ing on their own account. 

Chicago firms serving retail investors in 
futures and options have been hit hardest. 
About three dozen futures brokers have 
gone out of business or been sold in the 
past two years. Publicly offered futures 
investment funds have attracted—on one 
estimate, by the newsletter Futures In- 
dustry—around $650m in the past six 
years. But by late 1985, over 40% of that 
had been withdrawn. 

Commissions on trading have also been 
pushed down as big institutions have 
entered the markets. Government-securi- 


ties brokers are the main outside source 
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Your futures in our hands 


of trading in Treasury-bond futures. This 
is the Board of Trade’s most successful 
contract: 32 of the 37 primary govern- 
ment-securities dealers are members of 
the Board of Trade. Banks are the biggest 
source of business in foreign-exchange 
futures. Investment and commercial 
banks working on interest-rate swaps ac- 
count for much of the business in Euro- 
dollar-deposit futures brought to the floor 
of the Mercantile Exchange. 

Wall Street firms are not too worried if 
commissions are so low that their futures 
operations are not profitable on their 
own. For them, futures are an essential 
part of transactions in underlying cash 
markets, not a separate source of business 
and profit. 

A few Chicago futures brokers have 
prospered despite lower commissions. 
Refco, the biggest, survived by absorbing 
other firms—among them the futures off- 
shoot of Donaldson, Lufkin & Jenrette, a 
New York brokerage house—and by cut- 
ting costs and selling retail and institu- 
tional services hard. Half a dozen dis- 
count brokers retailing futures are still in 


business. They have put pressure on Wall — 


Street firms (such as Merrill Lynch) that 
are still doing retail business. ` 
Others are living by their wits. Take 
GNP Commodities, which was a big clear- 
ing member of the exchanges until the 
large Wall Street firms started their own 
clearing operations in Chicago. It brought 
in a former finance professor, Mr Fred 
Arditti, as its president, and competes 
with investment banks to devise profit- 
able trading strategies for institutions. 


Futures and options brokers are trying 


to persuade institutional investors to 


trade more in their markets. The Board 





The year the bulls discovered the old worl 


For investors with bucks to spend, 1985 
was a year to be in Europe. The ten best- 
performing stock markets in our chart 
(in dollar terms) were all European; the 
seven worst-performing all non-Europ- 
ean. Ifyou thought Wall Street and 
London were exciting, you were wearing 
Based on Morgan Stanley Cap- 

itional’s figures, America’s 

m rkets performed less well than 

index in. 1985, and Britain’s 

si rms looks puny 

tease and West 


its ponent capitalisation well over half 
that of Britain's 


‘our negi took the tap two arate 
Mexico and (again) Austria. 


World stock markets 


Singapore, depressed for most of the 
year by the city-state’s stuttering econo- 
my and in December by jitters over the 
collapse of Pan-Electric Industries, was 
1985's worst-performing stock market. It 
fell by over 20% in the year. The only 
other overall loser in 1985 was South 
Africa. Increasingly violent opposition 
to apartheid and the country’s default on 
its international debts weakened the 
rand and, therefore, the stock market 
measured in dollar terms. In local-cur- 
rency terms, the South African market 
held up well. 

Places had a wider range of gains (and 
losses) than market sectors in 1985. On 
Morgan Stanley Capital International’s 
reckoning, investors who stuck to.con- 
struction and housing companies (up 
76% in dollar terms) did best (see chart). 
Next came worldwide insurance stocks 
(up 74%), and property (up 61%). Bot- 


% change, January 1- December 30 1985, in: 


Market capitalisation, 


$bn, end -1985 


of Trade says no more than 20%: of 
pension funds are using futures or op- 
ons, though few regulations now stand 
in’ their ways» Insurance companies are 
just beginning to win more freedom from 
State regulators to use. the markets. 
he brokers are encouraged by the 
Husionment of many money managers 
| active trading of bonds and shares. 
omon Brothers reckons. that. equity 
linked to broad stock-market indi- 
es have doubled to $80 billion in the past 
ear. Almost 70% of the trading in equi- 
index futures in the first 11 months of 
985 was in the Mercantile Exchange's 
tract-on the broad S&P 500 index, which 
widely used by.index-linked funds. 
mon Brothers predicts’a similar shift 
indexed investment in bonds. 
1e growing efficiency of futures mar- 
is -hurting speculators: on the ex- 
hange floors as well as smaller brokers 
ho bring in outside business. These floor 
traders, who. help to make. the market 
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liquid, profit in two ways: from buying 
and selling the same futures or options 
contract to take advantage of short-term 
movements in prices (“scalping”), or 
from betting on the widening or narrow- 
ing of prices between different markets 
(“spreading”). More efficient markets 
have made scalping much harder. Mr 
Barry Lind, the chairman of Lind-Wal- 


dock, a discount broker, claims that floor’ 


traders-do well to earn 40% of the profits 
they made when futures markets were 
younger. 
Floor traders say that more mature 
markets are not necessarily bad for them. 
As one well-heeled member of the frater- 
nity puts it, “the bigger the markets, the 
more turkeys there are’’. But the Mercan- 


tile Exchange is worried that institutions” 


computerised trading strategies could 
give them an edge over floor traders. It is 
selling a software package to floor traders 
to help them keep up. 

The Chicago exchanges are confident 


tom of the pile-~“snedsured i in American 
dollars—were gold ‘mines. (The prob- 
lems of South Africa again.) They fell 
23% during the year. 

The old saw that bourses which do 
well one year rarely do as well (and 
hardly ever better) the next, received a 


“knock in 1985. In 1984, Belgium, Brit- 


ain, France, Holland and Italy all rose by 
more than 10% i in local-currency terms, 
and they did: so again in 1985. Can 
Europe make it a hat trick in 1986? 
London brokers, mote cautious than 
they were this time last year, still believe 
there is some pasture left for the bulls, 
particularly in France and West 
Germany. 


World stock markets, major sectors = 
{dollar terms) % change January 1-December 30 1985 
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Construction & housing 


have been ‘ah so. rie indeed, the “open 
outery”’ system tends to break down only 
when trading is slack. But the Chicago 
exchanges dominate the futures industry 

nks in part to regulation as well as 


“th trading skills. 


All futures trading is regulated by the 
Commodity Futures Trading Commission 
(CFTC), which r ds any: dealing in fu- 
tures off the nges it supervises. 
All futures contracts must -be properly 
auctioned onthe floor. So the PR. 
exchanges é 
innovation 


contracts on: écu u and zero-coupon ‘bonds 
(on both the big Chicago. exchanges): on 
Japanese and Canadian share indic 
the Mercantile Exch nge); on the’ 





Phase agreements and on a Montreal 
[hare index (on the Board of Trade). 

In options markets, however, innova- 
Rion is a threat to the exchanges. The 
Securities and Exchange Commission 
SEC) regulates options on securities, and 
allows them to be traded by telephone. 
There is also a flourishing over-the- 
counter market in options on government 
fbonds and currencies. 

Security Pacific, a big California bank, 
plans to set up a system for electronic 





trading of options on government securi- 
ties. The SEC has already given its approv- 
al. Security Pacific says that its system will 
complement trading of government-bond 
options on the Chicago Board Options 
Exchange, an offshoot of the Board of 
Trade which handles trading in SEC-regu- 
lated options. But electronic trading 
could eventually take options business 
away from the trading floor. Much the 
same could happen to futures if the CFTC 
changed its mind about keeping trading 
on the exchanges. 

Traders in Chicago reckon the SEC 
would like the futures and options mar- 
kets to switch to electronic trading to 
make it harder for traders to fiddle cus- 
tomers. The CFTC wants to keep the open 
Outcry system, but is worried about 


abuses. Its plans to overhaul the public 
auction system have caused a row. 

The CFTC suggested last summer that 
traders in the pit should record the exact 
time of each transaction. Traders on both 
exchanges now record the time of each 
deal to the nearest half hour. That gives 
them a chance to decide the order in 
which they execute deals for customers 
and trade for themselves. They readily 
admit that fiddles occur. 

Both exchanges say that recording 
trades immediately would gum up the 
market, though the (less busy) New York 
Mercantile Exchange insists on it. They 
are also furious about the CFTC’s plans for 
new capital requirements, drawn up in 
response to the failure of a gold-trading 
firm called Volume Investors on New 
York’s COMEX exchange last spring. 

The Board of Trade. says that the 
failure was caused by poor clearing ar- 
rangements at COMEX. Both Chicago ex- 
changes have a good record for protecting 
investors. True to the industry’s style, the 
Board of Trade has set aside $1m with 
which to sue the CFTC. 

The futures and options traded in Chi- 
cago are merely one method of managing 
risk. Others, such as interest-rate caps 
and swaps, and over-the-counter options, 
are being introduced continually in other 
markets. The advantage of Chicago’s fu- 
tures and options is that they are cheap, 
straightforward and easily tradeable. 
Their drawback is that they often do not 
fit the hedging or speculation that sophis- 
ticated investment bankers and their cli- 
ents have in mind. 

The two markets—for simple and for 
more refined risk control—will grow 
apace. There is no reason, bar regulation, 
why they should not both be sold together 
on a single screen. 
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Biotechnology stocks 


Catching the bug a 
second time 


Not since investors’ first love affair with 
biotechnology began in 1980 have the 
shares of biotechnology firms been in 
such favour. In 1985, America’s biotech- 
nology index rose by three times as much 
as the Dow Jones Industrial Average. Yet 
no biotechnology firm has annual sales of 
more than $100m or net profits greater 
than $5m. And three-fifths of the 200-odd 
biotechnology firms in America are still 


High hopes 
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losing money. 

In 1984, share prices in the sector 
dipped as investors began to lose patience 
with the time the new industry was taking 
to get its products to market. Their recent 
enthusiasm dates back to the end of 
September 1985. By mid-December 
about 100,000 biotechnology shares were 
being traded daily, twice the daily aver- 
age for 1984. Share prices rose by 40% in 
the 24 months to mid-December. 

Genentech, the market leader, moved 
from $45 at the end of September to $75 
in early December, an all-time high which 
brought its market capitalisation up to 
$1.5 billion. Genentech became famous 
when it first offered its stock to the public 
in 1980. The euphoria then surrounding 
biotechnology helped push Genentech’s 
share price from $35 to $89 in 90 minutes 
on its first day of trading. (Since then 
Genentech has had a stock split and a new 
public offering.) 

Cetus’s share price rose from $15 to $33 
between October and early December. 
Biogen, whose chairman resigned at the 
end of 1984, started 1985 at $5 a share and 
is now trading at around $15. 

Some firms have already taken advan- 
tage of their new-found popularity. Cen- 
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Factories coming on stream 


tocor raised more than $20m from a 
public offering in early December. Its 
share price has risen from a low of $10 in 
1984 to a peak of $26. Yet Centocor’s net 
income was only $2.4m in the first nine 
months of 1985. 


Australian brokers 


What has prompted this second wave of 
investor euphoria? Last September, two 
big American drug firms started waving 
their wallets. Eli Lilly offered around 
$300m for Hybritech and Bristol-Myers 
about the same for Genetic Systems, 
another leading biotechnology firm. Oth- 
er firms then became subject to takeover 
speculation, 

The enthusiasm increased when, a 
month later, Genentech launched its bac- 
terially-produced human-growth hor- 
mone, which combats dwarfism, after 
waiting almost two years for the drug’s 
approval. Then, in December, Dr Steven 
Rosenberg, who is famous for treating 
President Reagan’s colon cancer, pub- 
lished some preliminary clinical trials 
conducted at the National Cancer Insti- 
tute with one of Cetus’s products, inter- 
leukin-2. He reported that the tumours of 
11 out of 25 patients (with different sorts 
of cancers) shrank to more than half their 
size when treated with cocktails of prod- 
ucts containing interleukin-2. 

Profits for biotechnology firms are now 
no longer on the far horizon. Kidder, 
Peabody, a New York broker, reckons 
that up to 70% of all biotechnology firms 
will move into profit in 1986. 


The pommies are coming 


London’s stockbrokers are not alone in 
seeking powerful partners to help them 
survive in more competitive, deregulated 
markets. In Australia, whose six separate 
stock exchanges are about to regroup 
under one authority, brokers are rapidly 
linking up with overseas shareholders. 

A record-breaking 1985, in which the 
Australian All-Ordinaries index rose by 
38%, has done wonders for the purchase 
price of a stake in an Australian broker. 
But the main reason for the recent spate 
of alliances is that firms in Australia, like 
those in Britain, think they need more 
financial muscle to prosper in a deregulat- 
ed market. 

After allowing the Australian dollar to 
float, the liberalising Labor government 
turned its attention to the way Australia’s 
bankers and stockbrokers were insulated 
against competition by restrictive prac- 
tices and -protectionist regulation. The 
four private local banks and the govern- 
ment-owned Commonwealth Bank were 
shaken out of their lethargy by the an- 
nouncement from Australia’s treasurer, 
Mr Paul Keating, of 16 foreign-banking 
licences. Stockbrokers came in for similar 
treatment when the government caused 
the exchanges to relax their membership 
rules, and allowed brokers to change 
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from partnerships to corporations. 

Since then, foreign brokers and banks 
(both foreign and domestic) have eagerly 
acquired bits of local firms. The British 
are in the vanguard. Kleinwort Benson, a 
London merchant bank, has bought 50% 
of Hattersley & Maxwell; Morgan Gren- 
fell, another London merchant bank, is 
buying 50% of Meares and Philips; and S. 
G. Warburg, yet another London mer- 
chant bank, is buying half of another local 
firm, Potter Partners. 


Sydney’s high-rising property market 
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Standard Chartered, a British commer 
cial bank with most of its operation 
overseas, is acquiring half of Pring Dean 
Hoare Govett, a British stockbroke 
linked with Security Pacific, a Californias 
bank, has a stake in McIntosh Hamson 
Laing & Cruickshank, which is linked tc 
Mercantile House, a London money bro 
ker, has announced that it is to take 4 
50% stake in May & Mellor. 

American and Asian suitors have alsc 
moved quickly. The local offshoot oj 
America’s Bankers Trust has bought intc 
Bond St Securities; Morgan Stanley inte 
W. A. B. Elder; and Prudential Bache 
into Cortis and Carr. From Hongkong. 
Wardley has bought 50% of Rivkin; and 
Jardine Fleming half of Valder Elmslie. 
The move is not all one way. Many 
Australian brokers have offices in Lon- 
don, New York and Hongkong, giving 
them a niche in the fast-developing glo! | 
stock market. 

One side effect of the opening up of 
Australia’s financial markets is a big in- 
crease in office rents in Sydney’s growing} 
financial district. The city’s biggest build- 
ing, Grosvenor Place, scheduled for com- 
pletion in 1987, already has provisional 
takers for 40% of its Im square feet of 
space. 

To help them meet the challenges of 
deregulation, Australia’s six separate 
stock exchanges are embarking on a mas- 
sive restructuring. The six state bourses, 
until now independent corporations that 
operated quite separately (apart from 
forming an industry association), are 
about to come under the banner of the 
Australian Stock Exchange. This ex- 
change will have 14 directors made up of 
brokers, full-time executives and outside 
businessmen. The move may reduce the 
bickering, though probably not the in- 
tense rivalry, between the big bourses) 
Sydney and Melbourne. An early prio _ 
for the new body will be to sort out 
emotional arguments over the computer- 
ised screen trading of shares. 
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pening windows in the 


onosphere 


ver since radio was invented, the iono- 
ihere has been recognised to be impor- 
nt. It is a layer of the upper atmo- 
here, 60 to 1,000 kilometres above the 

und, where sunlight breaks the neutral 

Bs and molecules into electrically- 
iarged ions and electrons. For some 
idio frequencies, the ionosphere acts as 

giant reflector on which long-distance 
ymmunication depends. Low-frequency 
gnals bounce off the ionosphere and 
‘turn to earth. It was this that enabled 
farconi to send a wireless signal from 
‘ornwall to Newfoundland in 1901. 

Radio astronomers are frustrated by 
1e way low-frequency waves from space 
iso bounce off the ionosphere. Because 
f this barrier, low-frequency “cosmic 
oise”—coming from electrons spiralling 
round magnetic field lines in interstellar 
pace—seldom reaches the  earth’s 
urface. 

What makes long-distance communica- 
ors nervous, and encourages radio as- 
ronomers to keep aiming their low-fre- 
juency telescopes at the heavens, is that 
he ionospheric reflector is not entirely 

mdable. At certain times and places, 

ionosphere is weak because it con- 
ains relatively few electrons. Waves of 
ower frequency then sneak through. The 
esult is that radio astronomers get new 
nformation about the galaxy, while 
hort-wave radio receivers get no infor- 
nation at all. 


‘In the summer of 1985, the space , 


huttie Challenger helped provide scien- 
ists with a detailed look at what happens 
when the ionosphere weakens. The ex- 
yeriment involved not some sophisticated 
on-board experiment but the shuttle it- 
self. In previous rocket launches, scien- 
tists had discovered that water vapour in 
exhaust expelled into the ionosphere 
causes the ions and electrons to recom- 
bine, creating a depletion, or “hole”, in 
the ionosphere. This time, firings of Chal- 
lenger’s thruster engines were carefully 
timed so that the effects of the exhaust 
could be monitored by ground-based ra- 
dio observatories in the United States, 
Canada, Puerto Rico, the Marshall Is- 
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lands and Australia. 

According to Dr Michael Mendillo of 
Boston University, the shuttle was spec- 
tacularly good at making holes in the 
ionosphere. One night-time release of 
exhaust over Long Island created a hole 
within minutes that was 200 by 300 kilo- 
metres and remained for more than an 
hour—half as big again as he and his 
colleagues had expected and lasting twice 
as long. A daytime release demonstrated 
how skilfully the sun repairs the iono- 
sphere: within 15 minutes of firing the 
shuttle’s thrusters, the sun had broken 
apart the newly recombined atoms and 
the hole was gone. 

Can such holes help radio astronomers 
in their quest for ever-lower frequencies? 
To find out, exhaust was released directly 
above Hobart in Tasmania, where fields 
of wires strung on telephone poles serve 
as the world’s best antenna for picking up 
low-frequency radio waves coming from 
space. 

The release over the University of 
Tasmania’s observatory was scheduled 
just before sunrise, when the ionosphere 
would be at its weakest. At that time, the 
huge dipole antenna at Hobart was re- 
ceiving no signals below two megahertz. 
Anything with a lower frequency was 
reflected back out by the ionosphere. 
Within three minutes of the shuttle’s 
exhaust release, the antenna began to 
pick up signals down to 1.7 megahertz; 
and the effect lasted almost two hours. 
The conclusion, say the scientists in- 
volved, is plain: rather than wait night 
after night, year after year, for natural 
depletions in the ionosphere, try to make 
artificial windows through which to look. 

This cannot be done often or casually: 
the shuttle’s orbit is changed and much 
precious fuel expended by firing the shut- 
tle’s thrusters. But the most obvious other 
way of going about it—placing low-fre- 
quency telescopes outside the iono- 
sphere—is fraught with difficulties. In the 
late 1960s, scientists tried to place such a 
telescope in orbit around the moon. The 
antenna did not unfold properly. 

Dr Mendillo and his colleagues hope to 





Off to punch some holes 


create more and bigger holes in the iono- 
sphere within the next two years. They 
were handicapped in the Challenger mis- 
sion by fuel shortages created by engine 
problems during lift-off. The scientists 
were allowed only 3,0001b of exhaust, not 
the 6,700lb they had counted on. 

Scientists want to find out how they can 
exploit man-made ionospheric holes to 
explore other areas of space science. The 
Tasmanian experiment demonstrated one 
way. Another experiment, cancelled dur- 
ing the fuel-conscious Challenger mission, 
would have explored natural instabilities 
in the ionosphere near the magnetic equa- 
tor by studying how holes made in the 
region change in shape and structure. 
And holes might allow “‘whistlers”, radio 
waves that are created by thunderstorms 
and follow the earth’s magnetic field 
lines, to re-enter the atmosphere and 
reach ground-based detectors. 

Scientists will not, though, be looking 
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through ionospheric holes for signals 
from extraterrestrial beings. The reason 
is that many planets have atmospheres 
and nearby suns which ionise the upper 
layers of such atmospheres. Anybody (or 
anything) trying to communicate is prob- 
ably far too clever to use low frequencies 
that inhabitants of such planets could not 
receive. 


Genetic fingerprints 


Cherchez la gene 


Every human being is unique, but intangi- 
bly so: uniqueness depends on things like 
facial features, accents and mannerisms. 
It is remarkably hard to find objective 
proof of identity. Forensic scientists rely 
on fingerprints, birthmarks and dental 
records, none of which is entirely reliable. 

Proving paternity or even maternity is 
harder still. It is often possible to disprove 
a false claim to be somebody else’s parent 
but not to confirm a true one. Blood 
groups can prove innocence or unrelated- 
ness but not guilt or paternity. Too many 
people share each group. 

In theory, there is an alternative. Ev- 
erybody has a unique set of genes, so why 
not take “genetic fingerprints” and iden- 
tify a person from his DNA? The trouble is 
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that the genetic differences between peo- 
ple are very small. That is not surprising, 
because the job of most genes is to tell the 
body how to be a person rather than a 
seaslug. Very few tell the body to be Mr 
Bloggs rather than Mr Smith. Of every 
1,000 “letters” of DNA, 999 are the same 
in two different people. 

Dr Alec Jeffreys and his colleagues at 
the University of Leicester have now 
found a way to seek out the few parts of 
the genetic code that vary greatly among 
individuals. They found that many such 
“hypervariable” regions are similar, con- 
sisting of stretches of DNA repeated sever- 
al times. The repeated stretch, known as 
a mini-satellite, has almost the same se- 
quence wherever it occurs, but the num- 
ber of repeats is extremely variable. 

Dr Jeffreys constructs a probe to locate 
the mini-satellites and an enzyme to chop 
them out without cutting into them. By 
measuring the fragment lengths (making 
the fragments migrate through an electric 
field, with size determining how far they 
get), he then gets a measure of the 
number of repeats of the core sequence in 
all those places. 

Imagine that the hypervariable regions 
are like strings of beads, each mini- 
satellite being a bead. Every person has 
many strings of beads and most strings 
have different numbers of beads. Mr 


Show me the way to go home 


What happens when you cross a satellite 
with a compact disc? You get a new 
consumer industry called navigation. By 
1988, the Pentagon will have finished 
launching its Navstar system of 18 radio- 
beacon satellites that will girdle the earth 
and help lost soldiers fix their positions 
on the ground to within 15 metres. Many 
car and electronics companies want to 
believe that other earthlings—preferably 
rich motorists equipped with map-play- 
ing stereos—will tune in too. 

The technology looks enticingly sim- 
ple. First, equip a car with an antenna 


and receiver that lets it fix its where- 
abouts by tuning into Navstar. Then add 
a compact-disc player containing the 
necessary road maps (the road map of a 
country the size of Britain can be 
squeezed on to one side of a disc). 
Attach the disc to a display of some kind 
and you have a product that promises the 
driver he will never be lost again. 

Most big carmakers are already work- 
ing on the idea. So are a few electronics 
companies. Holland’s Philips has un- 
veiled the prototype of a system called 
Carin, which lets drivers follow their 






i 


P f > S wA 


Bloggs, for example, has strings with 31 
42, 73, 94, 115, 116, 127 . . . etc beads is 
them. Mr Smith has strings with 22, 51 
56, 79, 110, 118, 139... etc beads in 
them. They are easily distinguished anc 
so are their children. Mr Bloggs’s children 
will inherit half his strings (say 31, 73 
115, 127 . . .) and will plainly be his. 

The Leicester researchers have foun¢ 
that there is enough variability in the 
number of repeats to ensure that eact 
person has a unique pattern when many 
hypervariable regions are measured, but 
enough stability between different parts 
of the body for any tissue to be represen- 
tative of the whole. The pattern of repeat- 
ed sequences is inherited in a stable way, 
so that parenthood is unambiguous. It is 
the perfect fingerprint: unfakeable, 
unique, and running in families. 

The forensic applications have be 
spelled out in a paper in Nature by 
Peter Gill and Dr David Werrett of the 
Home Office Forensic Science Service, 
working with Dr Jeffreys. Four-year-old! 
bloodstains and semen stains on cottons 
cloth yielded sufficiently intact DNA tos 
discover the ‘‘fingerprints” of their origi- 
nal owner. Genetic fingerprinting is a 
lengthy skilled-labour-intensive business. 
But it will help juries long baffled by 
forensic scientists’ cautiousness. 

Dr Jeffreys and his colleagues have also 


progress on a map displayed on a dash- 
board-mounted television screen. 
Watching television in a car travelling 
along busy streets could be dangerous. 
So Philips plans to have a microproces- 
sor read the map and bark instructions to 
the driver through a voice synthesiser. 

Like most of the systems in prospect, 
Carin does not yet tap into Navstar. To 
make it work a driver must first calibrate 
the system by telling the car its position 
on the map. An electronic compass, and 
sensors on the wheels, then allow Carin 
to remember every twist and turn it has 
made since. But such dead-reckoning 
systems degrade quickly: small errors 
turn into big inaccuracies until the driver 
calibrates the system again. Etak, a com- 
pany in Sunnyvale, California, has devel- 
oped a system called Navigator, which 
tries to reduce errors by matching the 
car's movements against its stored map. 

The present cost of receiving equip- 
ment is between $20,000 and $50,000 a 
unit. At a meeting held in 1985 by 
Britain’s Royal Institute of Navigation, 
many experts doubted whether a mass 
market would develop. But military ap- 
plications of Navstar are likely to speed 
technical improvements. The Pentagon 
recently awarded contracts to two com- 
panies—Magnavox and Rockwell—to 
shrink the current generation of sewing- 
machine-sized receivers into receivers 
the size of a packet of cigarettes. 
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tested the paternity- and maternity-prov- 
ing possibilities. A Ghanaian boy had 
been refused re-entry to Britain because 
the authorities suspected he was not his 
mother’s son, 

By comparing the boy’s hypervariable 
DNA (the strings of beads) with those of 
his mother and three siblings, the scien- 
tists demonstrated that the chances of his 
not being his mother's son were one in 
70,000 billion billion—ie, nil. Although 
his father was unavailable, the technique 
was sufficiently sensitive to work out 
which strings of beads the boy had inher- 
ited from his father. 

Dr Jeffreys stumbled on the practical 
uses of hypervariable DNA almost by acci- 
dent. His main aim was to understand 
how certain sequences of DNA get copies 
of themselves distributed among genes, 

_which is likely to be vital to understanding 

w evolution works at the genetic level. 

ce the mini-satellites (the beads) are 

obviously good at getting copies of them- 

selves made, they must contain some clue 
to what triggers the copying. 


Natural drugs 
Flower-pills 


Flowers, seeds, herbs, barks and roots 
have been popular medicinal remedies 
for centuries. A small British firm called 
Efamol now hopes to make folk medicine 
more respectable by winning regulatory 
approval for its evening-primrose-seed oil 
to become a product that doctors can 
prescribe in Britain and Canada. The 
company has privately raised £2.75m to 
help pay for the tests to prove the prod- 
uct’s value as a medicine. 

Primrose-seed oil is rich in GLA, which 

aks down in the body to form the 
prostaglandin E,. Pharmaceutical firms 
have developed prostaglandins as drugs. 
But most are given by injection and some 
have untoward side-effects. Dr David 
Horrobin, who runs Efamol, reckons that 
GLA is effective in treating genetically 
inherited eczema as well as in eliminating 
some of the long-term complications of 
diabetes, such as loss of skin sensitivity, It 
may also work against arthritis. In the test 
tube GLA kills off cancer cells, including 
those of the human breast, lung and 
prostate, without damaging normal cells. 
All this helped make it easy for Efamol to 
raise its money. 

Prostaglandins are intimately involved 
with many bodily functions, from blood 
clotting to the perception of pain. People 
suffering with atopic eczema have a defi- 
ciency in prostaglandin £,, which plays a 
part in controlling the skin’s permeabili- 
ty. Researchers have tested GLA on 300 
eczema sufferers, and on another 11,000 
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More and more creatures are joining the 
ranks of the genetically engineered. The 
latest are the filamentous fungi. Several 
companies have begun to put foreign 
genes into moulds. Possibly the most 
advanced is Allelix, a biotechnology firm 
based in Mississauga, Ontario. 

Genetic engineering of yeast is old 
hat. But yeast, though a fungus, lives 
like a bacterium in discrete cells rather 
than in continuous filaments, And, like 
the bacterium E.coli, yeast appealed to 
the pioneers of genetic engineering be- 
cause it was familiar with laboratories: it 
has long been used for genetic experi- 
ments. Genetic engineers are now mov- 
ing on to species that look more useful 
for industry. Drug makers have turned 
towards animal cells; industrialists to- 
wards fungi. 

Some of the filamentous fungi are 
already important workhorses of bio- 
technology, notably the mould Aspergil- 
lus which is used to make antibiotics, 
industrial enzymes and food additives. 
So the fact that they can be given new 
genes may herald a revival of optimism 
in industrial, as opposed to pharmaceuti- 
cal, biotechnology. 

Allelix has inserted the genes for inter- 
feron, just for the experiment: it does 
not intend to sell the stuff. It has also 





people to show that it is free from nasty 
side-effects. It seems complication free. 
GLA sold in health shops does not have to 
be tested for safety. 

The problem is somewhat different for 
patients suffering from rheumatoid ar- 
thritis, who are often prescribed aspirin 
and drugs like it which block the manu- 
facture of prostaglandins in the body. 


Bye bye bug, hello fungus 








inserted the genes for cellulase enzymes, 
which might one day find a market in 
gobbling up waste and surplus cereals. In 
such experiments it has proved not only 
that the genes get into the mould, but 
that they are expressed as well and can 
be switched on and off by certain 


chemicals. 

The main advantage of such fungi over 
bacteria is that they secrete the products 
of their genes to the outside of the cell 
more readily. This greatly simplifies the 


business of purifying the product and so 
helps keep costs down. Yeast and E.coli 
might soon be redundant. 





Some prostaglandins aggravate inflam- 
mation, others relieve it but such anti- 
inflammatories do not discriminate be- 
tween them. GLA, in contrast, helps 
promote the manufacture of prostaglan- 
din E, which reduces inflammation. EPA 
found in fish oil works similarly. Eskimos, 
who have a diet rich in EPA, have low 
rates of both heart disease and arthritis. 
Efamol plans to wean 60 patients off the 
aspirin-based pills onto GLA/EPA cock- 
tails. Efamol reckons that 70% of arthrit- 
ic patients could benefit from the switch. 

Even if GLA becomes a prescription 
drug, its cost—a monthly course costs $15 
a person—may discourage doctors. One 
reason for the high cost is that primroses 
are expensive to farm. The seeds are 
supplied to farmers in May, sown in 
September and harvested a year later. So 
Efamol must keep two years’ stock, just 
in case the harvest fails. 

After screening 12,000 different variet- 
ies of fungi, Efamol thinks it has found 
one which produces fairly pure forms of 
GLA. Researchers at Kyoto University in 
Japan are also trying to produce fungal 
GLA. Breeding the fungus and extracting 
the oil takes three to four months. Efamol 
has built a 5,000-litre pilot plant which it 
plans to scale up to full manufacturing 
size by 1987. The new production process 
will probably reduce working capital costs 
by 75%. 
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recent opinion poll believe 
birth control break- 
“somewhat likely” 
next five years. They 
robably wrong. Better and 
eaper contraception is urgently 
eeded, but there is no break- 





















In 1983, the world spent an 
estimated $167nr on basic and 
applied research into reproduc- 
ön and: contraception. Buta 
study by the Alan Guttmacher 
Institute in New York says that 
this figure is 21% below what was 
Spent in 1979 in real terms. It 
thinks no “revolutionary” con- 
ceptive will reach consumers 
ve or even ten years, without 
g injection of research mon- 
ey. Why has the research mo- 
mentum slowed? 

< One reason is political. Ameri- 
a’s federal government pays for 
more. than three-quarters of the 
esearch, with other developed 
countries paying for almost all 
> rest. America has attached 
trings. For example, no federal 
nds can be expended on meth- 
is that are “‘abortifacients”’. 
Many 4 in the politically potent 































“pro-life” (ie, anti-abortion) 
movement in America regard 
“artificial” methods of birth con- 
trol as unsavoury or immoral. 
They have helped persuade the 
Reagan administration to cut 
spending for public family-plan- 
ning programmes at home and 
abroad and to emphasise so- 
called natural methods—those 
that depend on at least ten days 
of abstinence from intercourse 
during each menstrual cycle. 
Another reason for the slow 
progress is that the drug industry 
has become wary of birth-control 
technology because of liability 
risks. A disastrous experience 
with its Dalkon Shield intra-uter- 
ine device (IUD) forced the A. H. 
Robins Company of Richmond, 
Virginia, to file for bankruptcy. 
Introduced in 1971, the shield 
proved to be far less safe or 
effective than Robins claimed. 
Some septic abortions ensued, 
and its insertion into about 4.5m 
women in 80 countries resulted in 
thousands of cases of pelvic infec- 
tion, sterility and—in the United 
States alone—at least 18 deaths. 
The company and its insurers 
have paid more than $378m to 


Risks and benefits of birth control 


Annual deaths per 100,000 fertile married women of reproductive age which result 
from birth-control methods and/or pregnancy-related iliness 
186 
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settle some 9,000. 
other 5,000 are pending. 


G. D. Searle Company, a subsid- 
iary of the Monsanto chemical 
multinational, and now the big- 
gest selling 1uD on the United 
States market, has also become 
the target of personal injury li- 
ability suits. At issue are allega- 
tions that clinical trials conducted 
by Searle of the Copper 7 failed 
to measure the true incidence of 


pelvic infection and perforation: 


of the uterus. 


All IUDs can cause pelvic in- 


flammatory disease, which in- 
creases the risk of sterility. and 
life-threatening pregnancies,. in 


which the fertilised egg lodges. | 


and develops in the fallopian 
tubes, rather than the womb. 

The new tup developed under 
the auspices of the Population 
Council has recently won the ap- 
proval of the United States Food 
and Drug Administration; but 
there are no plans to sell it in the 
American market because com- 
panies fear liability suits. The 
commercial future of all IUDs is 
dubious at best. 

Contraception is about preven- 
tion. So it is not surprising that 
researchers are looking to pre- 
ventive medicine's most success- 
ful technique: vaccination. Anti- 
fertility vaccines are soon. to 
undergo human trials in Austra- 
lia and India. Both are based on 
making the body produce anti- 
bodies to neutralise human chori- 
onic gonadotrophin, a hormone 
essential for pregnancy. 

The vaccines appear to be re- 
versible by merely withholding 
annual re-immunisation. Animal 
tests have so far. shown them to 
be safe. But neither will be avail- 
able before 1995 even if all goes 
well, 

Much the same is true for an- 
other gap in birth control tech- 
nology——menstrual inducers that 


could be used to fend off preg- 


nancy after. unprotected sexual 
intercourse. Double doses of cer- 
tain birth control pills and the 
insertion of an IUD post-coitally 
can act as “morning after” con- 
traceptives. But neither approach 
is widely practised or reliable. 
For instance, some of the drugs 
in the prostaglandin family cause 
contractions of the uterus, but 
have been associated with. trou 
blesome side-effects, including 
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spares patients most of the side- 
effects of both drugs. Menstrual 
inducers like these are, though, 
tantamount to. abortion. So their 
chances of approval in. some 
countries are low. 

Another area of research that 


“is fraught with difficulties is the 


idea of . capitalising on brain 
chemistry to control female fertil- 
ity. The scheme is to use various 
synthetic analogues of a sub- 
stance made in the brain called 
luteinising’ hormone releasing 
hormone (LHRH), which influ- 
ences reproductive. function by 
acting on the pituitary gland. 
Clinical. trials of some LHRH 
analogues—given by nasal spray 
because oral dosage. does not 
work-—have shown them capable 
of suppressing the monthly r 
lease of eggs. The catch is 
such a method must preserve the 
menstrual cycle if it is to be 
socially acceptable. This may not 
be possible without adding other. 
female hormones’ at intervals, 
which would complicate the tim- 
ing of therapy. 

Meanwhile, oral contracep- 
tives based on synthetic forms of 
the female hormones oestrogen 
and progesterone continue to be 
a mainstay of reversible fertility 
control. Early. fears about their 
satety have been laid to rest. 

A tecent study reported in the 
medical journal the Lancer found 
that young women who have used 
oral: contraceptives are at no 
greater risk: of later developing 
breast cancer than are women 
who have never used them. The 
pills also confer considerable pro- 
tection against pelvic infections 
and cancers of the ovaries and 
uterus, 

Still, despite the introducti 
of new mini-dose pills, some pi ill 




















“users are troubled by such minor 


side effects as nausea, weight 
gain and. unexpected spotting. 


‘Long-term use in women over 35 





(particularly those who smoke), 
increases the likelihood of ‘heart 
attack and stroke. Ortho. Phar- 
maceuticals of Raritan, New Jer- 
sey, is testing a synthetic proges- 
terone to diminish this risk. 

In some parts of the world, 
long-acting contraceptive injec- 
tions (based on synthetic proges- 
terones) are. more popular than 
either 1UDs-or pills. Like pilis, 














an occasional failure to.empty the. 
entire content of the uterus. 

A hormonal compound called 
RU486 may solve this problem. By 


however, the two injectables now 
on the market—depot. medroxy- 
Progesterone acetate, a three- 
month shot developed in the 










itself, it is only about 75% effec- 
tive in preventing implantation of 
the fertilised egg and, besides, 
has serious side-effects of its own: 
But when combined with: lower 


United States and norethisterone 
enanthate developed in Germa- 
ny~—have shortcomings. 

_One snag is inherent in -any. 
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Source Population Crisis Committers 


other is. that,at, doses 

for birth control, many 

leed from the vagina 

lictably. This is a medical 

dvantage in developing coun- 

where many women are un- 
‘srnourished and anaemic. 

Why not then increase the dos- 

so that bleeding does not 

? That runs into the oppo- 

Wte problem. The woman who 

ever.menstruates may worry 

he ‘may, after all, be preg- 

Regular menses are linked 

people's minds to repro- 


Nonetheless, injectable contras 
ptives are not yet at a dead: 
Encapsulation of ~ active’ 


a year... 
In addition, encapsulated-dose 
njectables might. reduce the fre- 


sA of unpredictable bleeding ` 


wanted side-effects 
ng constant amounts 
‘the blood stream. 
now have no such 
It-in controls. Meanwhile, 
ious compounds are in animal 
iar Clinical tests as possible substi- 
mtes for the two birth control 
rugs now given by shots. 
_ Implants containing one or an- 
: other synthetic progesterone are | 
now available. But they, too, are 
encumbered by the bleeding 
blems associated with injecta- 
oles. The Norplant—alre 


~ tably 


five-minute minor” surgical 
dure, six silicone rubber 
rods containing levonorgestrel, a 
synthetic hormone also found in 
some oral contraceptives, are im- 
cthe'skin ofthe 


aking men do the work 
Contrary to popular belief, macho attitudes are less to blame 


than physiology for the paucity of male contraceptives. Men 
produce millions of sperm continually, whereas the supply of 


| female eggs is finite and women normally release only one egg 


for possible fertilisation each month. Short of surgical sterilisa- 
tion, therefore, the fertility of men is harder to disrupt. 

Nonetheless, various drugs to depress sperm production have 
been tested and some-—including LHRH analogues experimen- 
tally used in women—may prove useful contraceptives for both 
sexes, as may, eventually, birth-control vaccines. 

A big snag with sperm-suppressing drugs is that they take 
longer to become effective in some men than in others. Another 
snag is that these drugs tend to suppress the production of 
testosterone, robbing men of their beards and potency—unless 
replacement therapy is used. A steroid hormone, called 19- 
nortestosterone, which behaves like testosterone, may be an 
alternative, but it is still too early to tell. Ditto inhibin, another 


hormonal sperm antagonist recently purified by scientists. 


Gossypol is a cotton-seed oil derivative whose contraceptive 
properties were accidentally discovered in China. It has been 
tested on about 10,000 men there. The pills, among other 


“things, result in potentially serious potassium loss and so may 


damage the heart. Their effects are sometimes all too perma- 
nent. About 20-30% of long-term users remain sterile months 
after discontinuing the drug. By manipulating the gossypol 
molecule or creating.a synthetic analogue, scientists may yet 
produce a safe new male contraceptive, but not soon. 

-In the meantime, methods that block the sperm ducts may 
make ‘non-surgical sterilisation a reality for men as well as 
women, and, with further refinement, may become reversible. 


-They are, however, still very much in an experimental stage. 


hand. The drug within the rods 
steadily enters the bloodstream 
providing protection against con- 
ception for at least five years. 
Ifthe woman wants to have a 
child, the rods can be surgically 
removed. However, relatively 
high rates of-infection have been 
associated with the Norplant, no- 
i India. A two-rod model 


further | problem that is particu- 
larly ¿acute in the third world 
where sophisticated health care is 
in short supply: the need surgical- 
ly to remove the rods when their 
supply of hormone runs out. 

To meet this problem, the Na- 


tional Institute of Child Health 


_ Effectiveness 
ipreorenioes per, 100 users per year) 


in theory 
Mal e sterilisation 
Female sterilisation 
Norplant skin implant 
Injectable h 


vane oia 
Periodic abstinence 
Today vaginal sponge 


Source: F Population crisis, committee, Washington, Oe 


in practice ` 


and Human Development—part 
of the United States National 
Institutes of Health— has com- 
missioned the development of an 
implant that is gradually digested 
by the body. This one-rod system 
will last for at most two years. 
Hormonal implants need not 
be surgically inserted anyway. 
An alternative is the vaginal ring 
made of silicone rubber that de- 
livers constant doses of contra- 
ceptive hormones for as long as 
six months. The rings are worn 
for three weeks and then re- 
moved for menstruation or to 
become pregnant. They deliver 
the medication through. the vagi- 
na directly into the bloodstream. 
Still, vaginal rings have their 


Drawbacks 


Surgery required; often irreversible 

Surgery required; complications; often irreversible 

Surgery required; menstrual irregularities 

Menstrual disturbances; fertility return is slow 

Complications and infections can lead to death or infertility 

Must be taken regularly; cardiovascular complications in older 
women, benign but dangerous liver tumours 

Less effective than the pill; some menstrual irregularity 

Fragile; sometimes unpopular 

Bladder infection; cultural aversion 


Relatively unreliable 


Unreliable; requires training and careful record keeping 
Can cause toxic-shock syndrome if used incorrectly 


has proved high i ; ; 
safety of “giving contraceptive 
drugs vaginally has yet to be = 
conclusively proved. i 
Which: brings us to “barrier 
methods: condoms, diaphragms 
and vaginal sponges. Used either. 
alone or in combination w 


: nancies that. 


countries. The spermicide in it, 
nonoxynol 9, which was. onc 
thought to be capable of causin: 
birth defects, has now bee 
cleared in several studies, 

But it has a comparatively:high 
failure rate, and, at about $ 
each, the sponges are not cheap. 
Because théy are still so new; 
nobody knows whether their use- 
is associated with an added risk of 
toxic-shock ‘syndrome. And in. 
some cultures women’ are loth to 
touch their genitals, which rules 
out. the sponge, diaphragms and 
cervical caps. 

Nonetheless; among the new: 
barrier methods that may prove a’ 
success are disposable dia- 
pbragms, some of them treated. 
with spermicides, and a cervical- 
cap with a, one-way valve that 
permits menstrual flow, makin: 


‘it suitable for extended wear. 


In America the most. popular 
method of all is female ‘sterilisa-. 
tion. New procedures'that canbe 
performed without general an- 
aesthesia have added to its popu: 
larity and some may be revers 
ible. The medical practitioners 
involved say methods. are badh 
needed that would not entail sur. 
gery and so would be less’ time 
consuming. 

Among the candidates are €x 
perimental chemical agents tl 
scar the fallopian tubes and 
block them. They are applied 
passing the necessary instrumen 
through the cervix into the uterus 
and from there into the opening: 
of the oviducts. Alternatively 
liquid silicone that then harden 
to plug the ducts can be applie 
in the same way. 

There are, however, the us 
uncertainties, Trials suggest t 
these methods are not.as reliabl 
as surgical. sterilisation and tha 
they might result in higher ra 
of dangerous pregnancies wit 
the tubes rather than the wom 
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i consumer product markets, Regular trade reviews 
~ of product sectors and three special reports. £194 
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Once a year the OECD surveys its Member 
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make headlines around the world and help to 
make policies, 


Just out im the “OECD ECONOMIC. 
STUDIES - 1984-1985" Series: 

Canada, a succinct, 80 page report on where 
the economy has been and is likely to go. 
ISBN 92-64-12768-2 Copy (ies) 
Each Survey: £2 US$5 F20 DM9 


To be published in 1986 : (inthe 1985-1986 Se- 


ries): 

United-States 

ISBN 92-64-12769-0 
United-Kingdom 
ISBN 92-64-12782-8 ~ Copyies) 
Each Survey: £2.40 US$5 F24 DM12 


.. Subscription(s) to the OECD ECONOMIC 
SURVEYS 1985-1986 Series 
ISSN 0376-6438 : £40 US$80 F400 DM180 


1. COpylies) 


in the OECD ECONOMIC OUTLOOK the 
OECD Secretariat surveys each June and 
December the latest economic develop- 
ments and prospects for the whole of the 
OECD area for the forthcoming 18 months. 
The Outlook and the Country Surveys to- 
gether provide readers around the world with 
balanced, thorough and detailed assess- 
ments of regions, countries and even indivi- 
dual industries. 


The OECD ECONOMIC OUTLOOK No. 38 
(December 1985) 

ISBN 92-64-12777-1 

~ copy(ies) £5.50 US$12 F55 DM24 

. 1986 Subscription(s) - 2 issues - 

ISSN 0474-5574: £13 US$26 FI30 DMS8 


CATALOGUE OF OECD PUBLICATIONS: 
Free. .. copy(ies) 


Please indicate quantity of each publication 
and send your order with your business card 
to: 

UK Customers: 

HMSO Books PC 16, Publications Centre, 51 
Nine Elms Lane, London SW8 5DR. US, 
Japanese, German, Austrian and Swiss 
Customers to one of the followingaddresses : 
QECD Publications and Information Centre: 
Suite 1207, 1750 Pennsylvania Ave, NW. 
Washington, D.C. 20006-4582 

Landic Akasaka Bidg.. 2-3-4 Akasaka, 
Minato-ku, Tokyo 107 

4 Simrockstrasse, 5300 Bonn. 

Other countries: 


OECD 


ORGANISATION FOR ECONOMIC 
CO-OPERATION AND DEVELOPMENT 
2, tue André Pascal 
78775 PARIS CEDEX 16 (FRANCE) 


THE COLLECTION OF PRICE DATA FOR THE 
MEASUREMENT OF LIVING STANDARDS 

G. D. Wood & J. A. Knight 

World Bank Publications 

£6.50 0821303953 LEMS Working Paper No 21 
wa Ocean Pain olga 
w g: househ old 


PIONEERS IN DEVELOPMENT 
gM We Meier & 0. Seers (Eds) 
jorid Bank/OUP 


bon 0195206784 


The Got Gark, Aber 6, Nr, Si 
if irichman, Sr arta Aue Levee ae | 


i ue Prabisoh; Paul N. Resenstein-Rodan, W. W. 

Rasio, an Tinbergen—offer a 

‘ os tormative decade after World War 
the intellectual 


of hindsight. or 
pone those in the field of 


HOUSEHOLD EXPENDITURE SURVEYS: Some 
Methodological Issues 
C. Grootaert & K: F. Cheung 


World Bank Publications 
5. tzuz LEMS Working Paper Ho 22- 


special interest to social 


É WAS ARN Os i AA AAA NNG AON MON ANE UN EN Se AAR ee a aE 


X AD Ni a ee M OP AOD DOR: he ee SE SONG OUE RS Se OO UDS SOD SR NE IE SOR OA ADE OS SN EN i MOE OS S 


To- order from The: Economists 
and rar ad as 


Cost of books 


: (1 book £1.95 + 7p for each 
altos Matera von) 


Registration 421.10 if required) 


TOTAL £ 

£ | enclose my cheque payatile i The Economists Bookshop 
C] Please send me a proforma invoice 

TA Please charge my Aocess/American Express/Visa card 
Account No: a 

Expiry date: 


copies required beside sach Nie above, eo aa i 








BOOKS PLUS 





Masters of disguise 


NICARAGUA: Revolution in the Family 
By Shirley Christian. 
Random House. 337 pages. $19.95. 


FIRE FROM THE MOUNTAIN: The 
Making of a Sandinista 

By Omar Cabezas. 

Jonathan Cape. 233 pages. £9.95. 


Shirley Christian, who has reported on 

tin America for (consecutively) the 
e Press, the Miami Herald and 
the New York Times, and won a Pulitzer 
prize for doing so, has written a book on 
Nicaragua as seen through the eyes of a 
conventional western democrat. Few of 
those responsible for present-day Nicara- 
gua emerge unscathed from this book, 
which is lively reading. The late dictator, 
Anastasio Somoza, and the present San- 
dinist rulers come under fire; so do Presi- 
dent Carter and Reagan, though not for 
the usual reasons. 

The best section describes how the 
Sandinists worked themselves into a posi- 
tion where they could take over the 
country. Miss Christian reports how they 
kept their Marxism-Leninism to them- 
selves despite their close Cuban connec- 
tions and managed to win the support of 
the presidents of Costa Rica and Venezu- 
ela and the military chief of Panama, all 
social democrats, and how they were 

ked by an alliance of revolutionaries, 

kers, bishops, businessmen, farmers 
and the middle class. After Somoza left, 
the Sandinists singlemindedly took over 
the interior ministry, the armed forces, 
the economy and the leadership of the 
government, and consolidated their pow- 
er. The Sandinist party became identified 
with the state. Disillusioned democrats, 
one by one, left. Many became rebels. 

Miss Christian rebukes the Carter ad- 
ministration for lacking a firm policy to 
replace Somoza with moderate leaders 
who would have followed western demo- 
cratic rules. She rebukes the Reagan 
administration for fuzziness: it gave limit- 
ed support to the anti-Sandinist rebels, 
the “contras”, mainly on the grounds that 
they were a pressure group that would 
stop the Sandinists helping Marxist guer- 
rillas in El Salvador. The contras were, 
however, risking their lives because they 
wanted to impose western democratic 
rules in Nicaragua by overthrowing the 
Sandinists. They were not concerned with 
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events in El Salvador. 

Were the Sandinists pushed into Rus- 
sian arms by American stupidity? Miss 
Christian argues that “the leaders of the 
Sandinist front intended to establish a 
Leninist system from the day they 
marched into Managua, whether they 
called it that or not.” The attempts of the 





American ambassador to keep up good 
relations, with loans and congressional 
visits, are recounted. It was, however, 
difficult for the United States to stay 
friendly with a government whose official 
anthem denounces Americans as “ene- 
mies of humanity”. 

Mr Omar Cabezas, now a Sandinist 
minister, does not go that far in his 
memoir, ‘Fire from the Mountain”, 
though he recounts at one point feeling “a 
great hatred for the bourgeoisie, for 
North American imperialism, for Somo- 
za’s guard”. This is an odd book: the 
English translation is written in consis- 
tently crude Brooklynese. The aim seems 
to be to impress young Americans. Mr 
Cabezas explains: “A swear-word or a 
crude word used in the right way can be 
explosive, very sharp politically.” One 
frequently used Spanish word is never 
translated: companero sounds infinitely 
more romantic than comrade. 

« Much of Mr Cabezas’s colourful narra- 

tive is about his arduous march to the 
mountains for training as a guerrilla and 
his underground political education work 
(textbook: “The Elementary Principles of 
Historical Materialism”). His first success 
was to help a young communist to be- 
come president of his university’s student 
council. He moved on to spread his 
political message to an Indian communi- 
ty, whose historical leader was named 
Adiac. “We presented Sandino as an 
incarnation of Adiac, then Adiac as an 
incarnation of Sandino, but Sandino in 
the light of the communist Manifesto,” 
Mr Cabezas writes. News of the outside 
world was obtained from Havana radio. 

This memoir seems to be an extension 
of Mr Cabezas'’s political education work, 
though it is blandly non-political. It is 
devoted to the discomfort and danger (Mr 
Cabezas caught mountain leprosy), the 
intense camaraderie and the loneliness of 
guerrilla life. There is not much action 
since Mr Cabezas does not seem to have 
fought the Somoza forces. But the com- 
mitment to Marxist revolution runs deep 
and Mr Cabezas presents himself as a 
rough diamond, self-deprecating and 
ready to admit his human weaknesses. 
This book is unlikely to convert its read- 
ers to the cause. It is likely to attract 
sympathisers. 


Spice before scrutiny 


RILKE: a Life 
By Wolfgang Leppmann. 
Lutterworth Press. 419 pages. £17.50. 


Everybody knows Mozart, having seen 
the film. Tom And Viv (and Gertrude 
too) have graced the boards, whilst peri- 
wigged fellows dubbed Georg Friedrich 
or Johann S. have been disporting them- 
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Popularising Rilke 


selves photogenically beside keyboards. 
In the modern brand of mythical hagiog- 
raphy, the rest is as straightforward as 
shouting. This is creative genius in action, 
this is the life of an artist. Truth is the 
suspension of disbelief. 

As spice for such stories, the hair shirt 
or dismemberment on the rack have ced- 
ed to social or sexual aberrations. In 
helping its readers to “pin down” Mal- 
colm Lowry, one British newspaper 
homed in on his “teeny-weeny object” 
and the ukelele he played with his “‘strik- 
ingly small hands”. With mama in the 
hazy distance, Lowry was evidently pre- 
destined to drink and write. Strange to 
relate, others with the same advantages 
were not impelled to produce “Under the 
Volcano”. The crude causality typical of 
much biographical depiction is incapable 
of explaining why this particular individ- 
ual (and not somebody else) wrote this 
particular work. 

This is hardly surprising, given the 
absence of a holistic explanation of the 
individual. Neurologists admit to being 
puzzled, whilst the concordant discord 
among the social scientists bears no re- 
semblance to a snappy answer. So what is 
the would-be biographer to do? Unless 
one is as devious as Sartre, one muddles 
through. Even the low-volume, higher 
quality end of the biography trade is 
affected, as this book by Wolfgang Lepp- 
mann on Rilke demonstrates. 

Typical of the genre, Mr Leppmann is 
strong on facts and short on analysis, 
littering his narrative with his own brand 
of unreflected value judgments. And he is 
not without his quirky views. “Who 
knows how English literature might have 
benefited had the intelligent, warm- 
hearted, and good-humoured Marie (von 
Thurn und) Taxis helped the prickly 
James Joyce as much as she helped her 
lap-child, Rilke?” The author even man- 
ages to compare Rilke with Hitler on the 
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basis that both “represent a version of 
homo austriarcus in the closing years of 
the nineteenth century”. Both visited 
Linz, were “‘dog-lovers, vegetarians, tea- 
drinkers” and had fathers goatish in old 
age. Such empty-headed speculation and 
comparisons are no replacement for co- 
herence of interpretation. 

As a result, Rilke’s work can become 
dissociated from his “life”; his poetry— 
surely the raison d’étre of the biogra- 
phy—-starts to resemble a series of regret- 
table and incomprehensible interludes in 
the steady stream of wenches and cultural 
big-shots. This impression is reinforced 
because Mr Leppmann largely neglects 
the at times bafflingly personal vision 
which informs Rilke’s work and, as the 
correspondence testifies, is inseparable 
from his experience generally. Mr Lepp- 
mann’s bland portrayal is compounded by 
naivety—Rilke’s transformation of the 
orphic myth in the sonnets to Orpheus 
demonstrates, he considers, Rilke’s lack 
both of learning and of a willed use of 
imagery. Under these circumstances it is 
not surprising that Mr Leppmann de- 
scribes the Duino Elegies, a mite unfairly, 
as “not everybody’s cup of tea”. By 
popularisation, biographical depiction 
may spring into the communicative 
breach; but must art always remain less 
marketable than a good strong brew? 


Roots 


SEEDS OF CHANGE: Five Plants That 
Transformed Mankind 

By Henry Hobhouse. 

Sidgwick & Jackson. 245 pages. £15. 


With a few notable exceptions, chief 
among them the Frenchman, Fernand 
Braudel, historians have rarely made ac- 
counts based on the more mundane facts 
of life as intriguing as the posturing of 
history’s main actors. Henry Hobhouse’s 
witty, inquisitive and well written descrip- 
tion of how five plants altered the course 
of events—his first book—is a triumph of 
a nimble and (usually) disciplined mind 
over what could have been deadly dull 
matter. It will delight everybody who 
reads it—apart, perhaps, from some pro- 
fessional historians. 

Quinine, sugar, tea, cotton and the 
potato are the five vegetable materials 
chosen by Mr Hobhouse which can be 
shown to have affected the develop- 
ment—or, equally often, the decline—of 
a civilisation, Like all good history books, 
this one starts with a simple point of view: 
things tend to happen more by accident 
than design and to lead to odd things. The 
search for pepper to disguise the awful 
taste of medieval food mattered at least as 
much as grander notions in the first bold 
voyages to America and the east in the 
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late fifteenth and early sixteenth centu 
ries. Yet pepper has not been given its 
due in historical accounts, perhaps be 
cause it seems too commonplace. 

Quinine’s power to fend off malaria 
was first discovered by Europeans in Pert 
in the sixteenth century, when a Spanish 
doctor stooped as a last resort to using a 
local quack remedy, cinchona bark, tc 
cure a delirious countess. The use of this 
natural drug spread slowly, in part be- 
cause the Jesuits cornered the trades 
Oliver Cromwell was among the Protes- 
tant sceptics who might otherwise have 
been saved by quinine. The large-scale 
cultivation of cinchona trees from the) 
early nineteenth century outside the An- 
des—helped by the British invention of 
the terrarium—greatly reduced the hu- 
man cost to western Europeans of colon- 
ising large, malaria-infested parts of 
world. Their new subjects benefited o! 
later, but quinine eventually made possi- 
ble the transfer of millions of indentured 
workers to hostile climates. 

The more familiar story of sugar is cast 
as “the most notable addiction in history 
that killed not the consumer but the 
producer”. The tea trade with China was 
better for consumers—who stopped rely- 
ing exclusively on alcohol for stimulation 
and were able to eat off cheap, but 
beautiful, porcelain imported as ballast in 
ships. It was disastrous for the Chinese 
once opium was forced as payment upon 
them. Cotton suddenly and tragically re- 
versed the decline of slavery in the Amer- 
ican South in the eighteenth century, 
while the potato promoted the overpopu- 
lation of Ireland in the years before the 
great famine of the 1840s. 

Mr Hobhouse started as a journalist, 
and still has a journalist's eye for a good 
story and the knack of telling it quic 
He also (and this is one reason why 
book is so stimulating) disdains the histo- 
rian’s crusty inhibitions about asking 
what would have happened if a few parts 
of the story had not fallen into place. 

This adds to the excitement of his 
account and only occasionally leads him 
to overstate his case. Sugar beet, for 
example, was available in Europe half a 
century before the abolition of the slave 
trade, but it took the blockade of Napo- 
leon’s Europe to make people grow it. 


Jazz salons 


Défensive Delaunay 





Charles Delaunay, now 74 and the author 
of a recently published autobiography, 
“Delaunay’s Dilemma” (Editions W, FFr 
115), is one of the key figures in Euro- 
pean jazz. Even before the second world 
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10! tter i 
> of his persuasion and the advocates 
ended with his opponents 
ey might have done better 
elsewhere, but France in the 1930s was 
receptive to new ideas, “All the contem- 
rary arts were born between the two 
World wars and all the artists were in 
I was almost con: 


-How to guarantee 


mned to live there—it would be quick- 
er to cite those who stayed away,” he 
says. 

The Parisian intelligentsia absorbed 
jazz. Its: popularity spread further 
throughout France during the occupa- 
tion—not just as a symbol of anti-Nazi 
resistance, but because some of the occu- 
pying Germans encouraged jazz provided 
its American origins were camouflaged. 
Mr Delaunay was able to promote con- 
certs by local musicians that filled places 
like the Salle Pleyel. “If coloured Ameri- 
can’ musicians had been available”, he 
says, “a stadium would not have been big 
enough.” 

They did become available after the 
war. A new and controversial form of jazz 
had arisen and Paris, inevitably, grabbed 
the chance to hear Dizzy Gillespie, Char- 
lie Parker and other protagonists of what 
the world knew as bebop. Just as inevita- 
bly, Mr Delaunay brought them over. In 
seeming to-champion bebop, he was de- 
nounced by his old ally, the late Hugues 
Panassié, author of “The Real Jazz” and 
the most influential critic of the time. 

Their personal feud, boosted by snip- 
ing between the Panassié-dominated Hot 
Club de France and the various Delaunay 


enterprises, énlivened the sce 
years and extended beyond 
of France. 

Is animosity still rife? Not acc ding 
a member of the Hot Club encountered 
the salon, who shrugged off 40 year: 
charge and counter-charge by no 
the plaintiff was dead. RS 

As well as being among the first 
jazz into concert halls, Mr Delaunay 
the first to play the ministerial card, what 
he wryly terms “the sensitive string” 
“When we ran our festivals we used 
invite ministers and people from high 
society to show the customers that impor- 
tant people liked jazz.” Heeven organ- 
ised his own salons: not trade’e f 
though firms did take space, so much as _ 
celebrations of the links between jazz a 
the other arts. This subject is close to is 
heart since both parents, Robert and 
Sonia Delaunay, were well known paint- 
ers and he himself has painted. many 
musicians. ` i ! 

Though not the exact successor to Mr 
Delaunay’s brainchild (“I did not. 
copyright the title,” he laments in: mock — 
despair) the European salon du jazz could _ 
do worse than emulate the flair 4 
which he paraded jazz before the pul 


PROFESSIONAL SUCCESS 


715 Proven, tested techniques to promote your practice 


xe , a professional ved his æ How to make friends and win clients with 


Why speaking engagements pay... and 

The criteria for choosing — and monitoring 

~ outside professional marketing help 

Why clients love questionnaires — and how 

to use them 

How. to get. existing clients to keep. 

referring new clients 

And much, much more 

How to Guatantee Professional Success 
has been prepared for you by Eugene 
Hameroff, Chairman of a major international 
advertising agency and Sendra Nichols, who 

©Chartsearch Ltd. 1985, 11 Blomfield Street: London EC2M TAY 
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To: Chartsearch Ltd., 11 Blomfield Street, London EC2M TAY 


_ YES, please send me/us one copy of “How to Guarantee Professional Success” 
D 1/We enclose a cheque for £28 (postpaid) 
CQ) Please charge credit card number __ 
From: 
Name 


heads a consulting organisation “that 
‘specializes: in public: relations for profes- 
ional ; 


This guide draws extensively on the actual 
experience of practices’ in America, where 
marketing professional ‘services has been 
permitted for a number of years. Karty ‘ 
experience. confirms that these techniques 
work outstandingly well here in the U.K. 

How to Guarantee Professional Success is 
just. £28 “postpaid, If you are interested in- 
building a large, lucrative practice now, not 
five years. from now, all you have to do is. 
here. And remember, all books: used: for 
professional purposes are fully tax deductible! 


. Times have changed. You are no lo 
assured of an excellent income and full client 
load by dint of the fact you have spent years of 
training. Now you have thousands of other 
qualified professionals competing with you in 
«the: market, 


ar edhe ile bier page F 
Dj any ten of the techniques it: 
: teaches you will pòsition ‘ae eae r 
. Successfully ... and you are offered 25 of . 
them! Here are just-a few examples of these 
tested, proven techniques for promoting your 
vu practice outlined in this book: 
© How to get free advertising 
@ -How to become notable and quotable in the 
@. How to advertise while maintaining profes- 
sional dignity and i 
© How 
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it serves a need and, hiccups notwith- 
standing, looks set to continue. Exhibi- 
tors seized the opportunity to put faces to 
names and voices. Around 100 record 
companies, publishers, promotional or- 
ganisations and distributors from 10 
countries displayed their wares. The po- 
tential of an international market for jazz, 
something that should be built on for the 
future, was quickly spotted by all within 
reach of La Défense: the Norwegians, for 
example, were continually being chatted- 
up by musicians seeking an invitation to 
play at one of their festivals. Even the 
Poles, who said they were a bit disap- 
pointed, agreed that the second salon had 
improved on the first (held in Paris) and 
that they would support the third. 

They also came up with the salon’s best 
joke. Finding that their LPs were selling 
at a rate cheaper than those of the record 
company on the opposite stand—called, 
by a happy coincidence, Nato—the Poles 
stuck up a notice that boasted “NATO—S0 
francs; Warsaw Pact—45 francs”, under- 
lined with a crude drawing of a nuclear 
missile. Both sides treated this echo of the 
cold war with the hilarity it deserved. 


Sacha Guitry 


The modern man’s 
Molière? 


Though he is largely unknown to younger 
Anglo-Saxons, many Frenchmen believe 
that, when this century is through, Sacha 
Guitry will be proclaimed its Molière. To 
celebrate his centenary, Paris this season 
has been seeing revivals of his plays, his 
films on television, a grand exhibition at 
the Luxembourg palace, and numerous 
books and articles devoted to his life and 
work. 

The time for Guitry’s re-entry into 
Paris was just right, riding in on a wave of 
France’s fascination with les années rétro, 
the 1920s and 1930s, its plays, its films 
and stars, its newly restored restaurants. 
And it is sufficiently distanced from 
Guitry’s period of eclipse, the Nazi 
occupation. 

This most Parisian of boulevardiers was 
born in St Petersburg, where he once 
appeared as a child before Nicholas II in a 
pantomime. Sacha adored his father, the 
celebrated actor, Lucien Guitry, and nev- 
er quite forgave him for bringing him 
back to Paris to an unsuccessful succes- 
sion of 12 schools. The theatre virus never 
let Sacha go: he acted, wrote plays from 
the age of 16, had his first hit in 1905 
(“Nono”), and wrote at least 135 more 
plays. These ranged from one-act farces 
through operettas to patriotic revues, but 
were usually romantic comedies, with 
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Guitry himself starring as the lover. He 
also adored appearing as historical char- 
acters and this led him to the cinema, 
where he first appeared as Louis Pasteur 
in 1935. He wrote, directed, and starred 
in some 30 other films; he pioneered the 
use of voice-off narration in the influen- 
tial “Roman d'un Tricheur” (1936) and 
entertained all with his idiosyncratic fres- 
coes of Paris, Versailles, the life of Napo- 
leon, and his fantastic story of the pearls 
in Britain’s royal crown. 

He never ceased acting. His domestic 
life was so like a theatrical production 
that even his actress wives found it insuf- 
ferable. He lived for years in a magnifi- 
cent mansion off the Champs de Mars 
with an art collection that even then was 
worth millions. Always dressed in some 
bizarre outfit as if ready for a cue, he 
made his entrance each day atop a mag- 
nificent staircase lined with Van Dongens 
or Toulouse-Lautrecs. With his flared 
shirt-cuffs, his dressing gowns, his rings, 
the eternal cigarette between the last two 
fingers, and his unforgettable voice, he 
was undeniably the actor. If he was not 
rehearsing a play, he was acting in the 
previous one or writing the next. 

His wives would be awakened in the 
early hours to hear the delicious lines he 
had just written for them. In between 
wives four and five he proposed to the 
actress, Arletty: she declined to marry “a 
monument”. 

The most rewarding partnership lasted 
from 1916-1932 (in between two historical 
plays about Jean de la Fontaine and Franz 
Hals) with the adorable Yvonne Prin- 
temps, who sang “like others breathe”. 
Dressed superbly by Lanvin, Yvonne and 
Sacha delighted Paris, London and New 
York in the 1920s with such Guitry suc- 
cesses as “Mon Père Avait Raison”, 
“L’Amour Masqué”, “Mozart”, “Dé- 
siré”, and “La Jalousie”, the last in the 
repertoire of the Comédie-Frangaise. 

By all reports, Printemps was divine as 
a travesti Mozart, sweeping off their feet 
several historical characters who in reality 
hardly, if ever, met, but whom Guitry 
conveniently convened for comedy’s 
sake. Even with its charming Reynaldo 
Hahn score, “Mozart” is as thin as air 
without Printemps and Guitry (who can 
be heard on records), as proved by the 
recent centenary performances at Paris’s 
Théatre des Variétés. Better the current- 
ly running reprise of “‘N’Ecoutez Pas, 
Mesdames” at the same theatre. Written 
during the German occupation and 
Guitry’s longest-running triumph, it re- 
mains a key to his life and times. “Don’t 
marry!” warns the Guitry character to the 
men in the audience at the curtain’s rise. 
Guitry’s fourth marriage was on the 
rocks. And his character, an antique 
dealer, was not really that: “I'm just 








Romantic Sacha 


helping out someone who is now in dire 
straits.” The 1942 audience applauded 
this obvious, pathetic reference to the 
many Jews then in hiding, or worse. The 
play is an ingeniously complicated trian- 
gle (or rectangle) of love and marriage, 
saucily and wittily contrived, played to 
the hilt by a natty band of French comedi- 
ans, headed by the ex-head of the Comé- 
die-Frangaise, Pierre Dux, and fabulously 
set and costumed with typical Parisian 
attention to detail. 

The original ran for more than 600 
performances but this was an unhappy 
time for Sacha. Entirely apolitical, he 
lived in Paris throughout the war as king 
of the boulevards and their theatres and 
as a self-appointed custodian of French 
culture. The Germans fanned his e 
having its dignitaries meet him (Goe 
was one, unfortunately), having the ct 
sor let him get away with patriotic state- 
ments, and letting him continue his outra- 
geously luxurious lifestyle. All this 
worked against him at the Liberation, and 
he was interned at Drancy for two 
months. Though later exonerated, the 
bad taste remained for several years, and 
Guitry’s work and health never recovered 
completely. 

As a charmer, as a master of comic 
construction, language, and bons mots, 
Guitry will survive. There may be more to 
his plays than “this apparent lightness, 
this brilliant playfulness, this ringing iro- 
ny”, says the actor Jacques Toja (in the 
recent “Mozart”) but one might feel that 
Guitry’s sole aim was to entertain, with 
wit and charm. This was, after all, the 
writer who in a biographical sketch trea- 
sured his membership in the Mark Twain 
Academy more than his Siamese Order of 
the Million White Elephants. 
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v products,new markets, | 


- new acquisitions: 
New skills? 


sr thse serr managers facing major investment decisions that 


ong term implications for the enterprise, London Business | 


Schoo! have developed a new one week programme. 
nthe highly successful Strategic Investment Decisions 
gramme, run from 1982, additional material has been. added to 
is on the processes whereby strategic decisions are made in 
diversified companies. 
ite Programme is fully residential, and the all inclusive cost is 
Thec { r is Michael Goold, Senior Research 
isiness Strategy, and former Vice President 
ector, Boston Consulting Group. = 








ie NLA. in International 
renowned London fa 


Earn it in London; Student 

evening seminars Officials; Professi 
Enquiries welcomed now fram candidates holding a fap, Degreef 
Piease send course details to: Name: 





Strategie 1 Decisions Programme. ii 


; 19%th--23rd May 1986 - 
` Applications should be addressed to the 
gistrar, Kathryn Duff, London Business School, 
St ae Regent's Park, London NW1 4SA. _ 
Tel lephone l- 262 5050. 





` neweek course designed to help managers meet 
the challenge of the next decade. . 
To enable you to:- 


fl Innovate and create new market opportunities. - 
10-14 Feb/9-13 June/20-24 Oct 1986 


- Fee:- £525 + VAT (Exclusive of 
accommodation, indusive of lunches.) 


Please contact Ruth Drahota for application forms, 
| brochures and information on local accommodation. 
“> The Urwick Management Centre 
|. (Dept. T.E) Baylis House 
Stoke Pi 





spor e amo à Price Waterhouse Urwick — H 
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Monash University Enquiries of an academic nature should 







T ea pna j ger Melboume, Australia i be addressed to Professor C. G. Peir- 
Economic Analyst/ ancriceanmne eens 









2 EY EA een culars may be obtainėdi 
Decision Analyst Applications are invited for achair ia the- from the Registrar, Monash Unvorei 

: , - bose: j Department of Accounting and Finance: = Clayton, Victoria 3168, Australia, or the: 
For International Environment, Energy and The Chair has become vacant as a: Secretary General, Association of Com~ 
Resource Consulting Group 









result of the resignation of Professor R. : tmonwealth Universities (Appts), 36 
‘R. Officer. Applicants should have re- >: Gordon Square, London WC1H OPF. 













: A rch-and teaching interests in one : wai 
ERL undertakes strategic economic planning and policy Hane of the nici Dusivers Rance Appiealior HONS. froud reach eee 9 niri 
work for the public and private sectors; we also advise management. accounting, information later than 28 Pebruasy 1986. Cou 











on investment decisions. » systems and data processing, financial Peeves 98 the right to make no appoint- 





ment or to appoint by invitation at any 
We wish to add two enthusiastic, self-motivated young Sa auditing, stage, EE h 

recruits to our consulting team. Applicants should have Raat a7 09B per annum. Superan- AN EQUAL OPPORTUNITY 

good academic qualifications (preferably to post- ; t EMPLOYER O o 


and temporary housing assistance, 






graduate level) and some work experience. 


Economic Analyst 
a Applicants should have demonstrated their ability to 


sand eine aeae skills to a wide range of practical TH E N ATI ON AL 
Decision Analyst FARMERS’ UNION 















licants must have a quantitative background and eats Spgs agriculture economics ‘or a- 
«` Should have had formal training in the appropriate related s i rti M : Deparment. A E TE * , | 
vs techniques. : Candidates must demonstrate an ability to write concisely and a 
< ERL offers its staff considerable opportunities for witingnest to assist.in poa ck ele rene Farm experience 
„development with generous salaries and bonuses. would be an hed baby st the successful applicant who is likely to 







‘Please apply in writing with a full CV to: be aged between 24 


l ERII Dr Robin Bidwell Managing Director 
LASE ERL 106 Gloucester Place London WIH 3DB 







forms please write to: 
rector of Staff Relations, NFU, Agriculture House; 
Knightsbridge, London SW1X7NJ. . tating! © ae ee 
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(Commonwealth Fund for Technical Co-operation) 












Commonwealth Secretariat 






Computer Personnel _ CHIEF PROJECT OFFICER 

. Has vacancies for computer specialists for its field work. - (School/Work Transition) ` 

More urgently, candidates are required to serve for one to. EDUCATION PROGRAMME 

-. two years as Systems Analysts/Programmers or Debt Applications are invited: for ihe post of Chief Project Officer in the 
` Management Specialists in Botswana, Papua New Guinea, Education Pro e which forms part of the Secretariat's Human 
Barbados and other developing Commonwealth Resource Deve! opment Group. The scope of activity in this post will cover 
Countries. the design and the development of post-school vocational programmes 


which are aima a reducing spl patent among ecacol leavers bed well a 
. j ; 8 creating diversified curriculum designs in formal education with the aim of | 
Applicants should have a degree, preferably with post relating school to the world of work. Special emphasis will be et on the 
graduate qualifications and at least two years’ working existing needs of the developing countries of the Commonwealth, _ y 


Applicants who must be citizens of Commonwealth countries must have a 










experience on systems analysis and programming. nis who m rewa oraa E 
SAE oat ehh i good universi ree or recognised equivalent, preferably with pedagogi- 

here may also shortly be vacancies for three to six months cal training. je/she will paxe had practical experience with the design, 
assignments as Debt Inventory Advisers. Applicants for tion eh hoc analy fd Ot A te of etek. be aed pre-voca ro oo 
these positions must have a degree with working experi- transition from: school to work. Relevant stud ly or work experience 
ence on external debt and computers: involving women education programmes in one or more of the developing 
a compr ? 


Candidates, who must be. citizens of Commonwealth raiskaus danone ms years. Salary in 
countries, who are interested in being considered for the the range of £18,552 to £20,520 (gross) per annum, subject to UK income 
above as well as any future vacancies in computing, should pal aa iene evan aie and relocation assistance, 
contact, for further details: Applications giving full details of qualifications and experience, together 
Recruit t Section with the names and addresses of three referees should be sent by 7 February 
Commonwealth Secretariat 


1986 to: i 
_ Marlborough House, Pall Mall, London SW1Y SHX 
_ "Telephone: 01-839 3411, ext $151 and 8153 






; Pall Mall, London SW1Y SHX — 


igh House. Lond 
Telephone: 01-839 3411, ext 8151 and 8153- 








"PPOINTMENTS 


#eakin University 
ng, Australia 
=CTURER—-MARKETING AND 

JANAGEMENT POLICY 
met: 85/85) 

¿main emphasis inthe School of 
pment is towards the off-cam- 
MBA ‘and.on-campus BCom, The 
appointee will contribute to. the teach- 


service of tertiary institution, 


Salary range is $A27233-35777 and 
the position will be for an initial term of 
four years during which there will be a 
review for continuing tenure. 


Applications (quoting reference num- 
ber) close on 31 January 1986 and 
should include a full curriculum vitae 
and the names and addresses of three 
referees. Applications should be sent to 
the Personnel Branch, Deakin Univer- 
sity, Victoria. 3217, Australia. Appli- 
cants resident in North America. or 
Europe should also send a copy of their 
application to the Association of Com- 
monweaith: Universities (Appts), 36 
Gordon Square, London WC1H OPF, 
from whom further details are available. 

















“should have appropriate 
and tertiary teaching and/ 
ant business experience would 

dvantage. The University would 
er filling the post by secondment 
m professionals in industry, public 




























aUnivetsity Assistant Lectureship is five 
years, but ail holders of Assistant Lec- 
tureships are considered. for possible 
appointment to a University Lectureship 


= TET : during the course of their tenure. 
plications are invited for a University Present salary . scales: £8,299 to 
‘ssistant Lectureship in the field of £10,254 per annum. _ E 
reoretical econometrics to take UP Further information may be obtained 


1 October 1986. The rom the Secretary of the Appointments 


> Committee tor the Faculty of Economics 
and Politics, Sidgwick Avenue, Cam- 
bridge CB3 9DD, to whom applications 
(ten copies) including a curriculum Vitae 
sand the names of not more than three. 

“referees, should be sent so as to reach 
- hinvnotlater than 17 January 1986. 
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ANTIGUA: inter alia 


Responsible tothe Minister for Economic Development & Tourism. For updating the 

à s five-year Development plan. taking account of infrastructural ‘require- 
ining the airport and seaport facilities against. projections for tourism and 
lopment and. incorporating projects, for improvement and expansion: 
npower requirements. Will advise-on matters pertaining to overall work wf 


ncluding aid co-ordination, project preparation and. project 















TANZANIA (Zanzibar): inter alia 


Assist in Formulation of economic: policies and implementation, in ihe formulation of 
development projects, Macro and coal pane ea programmes; ‘co-ordinate with 
Sections af sectoral Divisions aon respective economic development policies in overili 

| development. plan: control and monitor development programmes 40. ensure intersec- 

si torak balance: assessment. of both material, capital and human resources: administer 

» long-term perspective. plans: advise on financial policies and planning. foreign loans. 
pricing policies and balance of trade; assist in review of plans, programmes and policies 

on it Objectives of economy. 

j Harner (economist) with at least a second degree in area of specialisation. 

_ Should: possess: considerable working experience as a macro planner in a central 

economic planning ministry or international agency. 

= Emoluments packages free of local tax. Housing and children’s education allowances, 

“nstillation grant etc, s 3 


Pull details and application form fram: 





Recruitment Section 
Martborough House, Pall Mali, London SW1Y SHX 





















Massey University 
Palmerston North, New Zealand 


LECTURESHIP/SENIOR 
LECTURESHIP IN ECONOMICS 


Applications are invited from persons 
with a good doctorate or equivalent 
publications with interest in any major 
area of Economics. Willingness to par- 
ticipate in the general teaching pro- 
gramme is essential. There is opportu- 
nity for advanced teaching and 
research in the appointee’s field. 


Government superannuation is avait- 
able. Removal and travel expenses will 


be reimbursed (to specific limits): Com- 
mencing salary according to. qualifica- 


tions and experience: Lecturer 
NZ$28,000-NZ$35,000, Senior Lectur- 
er NZ$37,000-NZ$47,000. 


Conditions of Appointment are avail- 
able from the Secretary General, Asso- 
ciation of Commonwealth Universities 
(Appts), 36 Gordon Square, London 
WC1H OPF. Applications close with the 
Registrar of the University on 37 Janu- 
ary 1986, and the successful appointee 
would be expected to take. up. the 
position by 1 June 1986. 


The Australian National 
University 

RESEARCH SCHOOL OF PACIFIC 
STUDIES 

Department of international Relations 
Postdoctoral Fellow/Research 
Fellow/Senior Research Fellow 
Applications are invited from persons 
with experience in the study of contem- 


porary international relations, with spe 


cial reference to the current balance 
between the superpowers. and its ef- 
fects on Australia and-on the Asiar 
Pacific region generally. 

Three years initially for Research Fel- 
low/Senior Research Fellow, two years 
initially for Postdoctoral Fellow Grade |. 


intending applicants should write to the 
Registrar for further particulars. Appli- 
cations must include a curriculum vitae, 
publications list and research proposal: 
Closing date: 31 January 1986. Ref: 
PA.12.12.1. 

CONDITIONS. OF APPOINTMENT: 
Salary wilt be in accordance with quali- 
fications and experience within the 
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EXECUTIVE DIRECTOR = 


international Cotton Advisory Comm 
tee (ICAC) is recruiting suce 
present executive director wh 
Dec 31, 1986. Position is at Secr 
Headquarters in Washing 

pointment to be made 
work in November, :: 


















at international level, pro 
oral and written communi 



















administration, ooi 
Age—preterably nott 
years. : 
Salary—$55,000 per year free of US 
federal income tax, contributory pen- 
sion and insurance: plans, and liberal 




























19th St, NW, Washington DC 20036. 





ranges: Senior Research Fellow 
$A38,042-$45,976 per annum, Re- 
search Fellow $A27,233-$35,777 per 
annum; Postdoctoral Fellow Grade | (at. 
a fixed point) $A23,473-£26,889. per 
annum. Grants are provided towards 
travel and removal. Assistance towards. 
housing is given to an appointee from: 
outside Canberra. Eligible appointees 
will be required to join the Superannua- 
tion Scheme for Australian Universe 
ties. Maternity leave is available. The... 
University reserves the right not to- 
make an appointment or to make an. 
appointment by invitation at any time. 


Applicants. should quote the advertise: 
ment reference..when requesting fur- 
ther particulars and when submitting > 
applications, which should be forward: 
ed to the Registrar of the. University, 
GPO. Box 4, Canberra, ACT 2601; 
Australia. Further general. information 
also available from the Secretary Ger- 

eral, Association of Commonwealth 
Universities (Appts), 36 Gordon 

Square, London WO1H OPF. 


The University is an equal opportunity 
employer. 









































the appropriate 
commitment. 





NAL PROPERTY 


Readers are recommended to take 
advice 
before entering into any binding 














Luxury Business Flat 
(Berkeley Square, London) 


Converted, comfortable, unusual first 
floor flat in listed Mayfair building with 
caretaker. Superb drawing room for en 
tertaining, 2 bedrooms, 2 bathrooms and 
jacuzzi, dining room, utility room etc. New. 
‘Wilton carpet throughout. Lovely: cur 

tains. 46 years. Genuine reduction from. 
£285,000 to £260,000 for quick sale as 

owner is now abroad. 


Tol: 0753.40511-oF 0481 713696 


WINTER, SPRING. OR SUMMER 
‘the lovelier parts of jtaly. With Magic 
Maly, 47 Shepherds Bush Green, La 
‘don W12 SPS, Tet: 01-749 7449 (24 
FREE brochure service). Š 


For complete information contact: mirria iiaae arannana 
Corpörata Consultants FURNISHED LETTINGS SW Londo: 
Knoxville, Tennessee 37923 (USA) |. | Surrey, Berkshire, Contact MAYS, OF 
Telephone (615) 990-0080 shott (637 284) 3811. Telex 8955112. 


OVERSEAS POSITIONS | | FOW 70 GET A SECOND Past 


a FUTURES TRADING a COUNTERTERRORIS + 
me OTL RISK, 


(minimum investment U.S. $20,000). 
Write today for a FREE brochure 


and please include your telephone number. 


e 


\ GUARANTEED INVESTMENTS LIMITED $ 
Affiliated with the Dunn & Hargitt Intemational Group 


CONCORDE 


Concorde to New York return including transfers 
5***** Hotel 5 Nights 


UNBEATABLE INCENTIVE/HOSPITALITY PACKAGE 


å Tosar Ltd 
London 


Tel: 


01-35 NY 10017 
Telex: 21120 Rat: 3 Tel: 242-661 6010 


“High gains with a leading 
German stock makor 
letter in English 


The German stock market has appreciated by more than 60% this year. 
_ But it was easy to make over 100% with many blue chip investments. For 

` example, we recommended the Hoechst warrant last year at DM18, 
today it is DM153. One of our main recommendations was the Swiss 
Bankverein warrant at $20, today’s price is $111. The Pirelli Basel 
warrant rose from $7 in the last 12 months to $60 today. We are not 
concentrating on speculative issues, but we try to recommend stocks 

„with an excellent risk/reward ratio. We started to recommend the Swiss 
Ciba Geigy DM warrant at DM100. Today the price is DM2,500. H you 
like Ciba Geigy, why not the warrant? 


Our newsletter was the first-to predict a disinflation/deflation economy. 
- When we recommended to sell gold at the beginning of 1980 nobody 
Knew what deflation meant. In 1978 we recommended to buy the dollar at 
1.45 Swiss francs and at nearly 3 Swiss francs this February we 
recommended the sale of all US dollars, 
Many German and Swiss stocks have asset values that are 5-20 times 
_ today’s stock price. Some stock with a higher yield (including tax 
_ benefits) than German bonds still have an excellent risk/reward ratio. Our 
--company is also the second-biggest German portfolio management 
company. Dr Ehrhardt has published stock market newsletters for 17 
years. A Swiss publisher elected Finanzwoche the most successful 
German Newsletter in 1985. Subscribe to Finanzwoche for'six months 
trial period. Cost £35: For further details please write to: 
lr Jens Ehrhardt, Finanzwoche, Po Box. 63/65, "D-8012 Ottobrunn 
~ Munich, Germany... - 


Hundreds of top pa positions avai 
eiae nomes, 


able now, Tax-free 


vant, technical personnel etc. 
Free details: 


Overseas: Services, Dept. 
EC, PO Box ‘own of Mount ovat, 
Quebec, Canada H3P.3C7, 


High Fidelity 
LINIPLEX 


shortwave broadcast 
receivers 

give BBC listeners 
great pleasure 
Prices from £625 

World-wide delivery 

Write to the makers: 

Phase Track Ltd., 

132 Queens Road, 

Reading, RG] 4DG 

United Kingdom 


Tel: 0734 53933 
Telex: 848888 


Established company seeks 


additional 
techi breakthrough in the nuti 


(PORT: Report. 12 countries analyses 
Details 


AUTHORS WANTED BY 

NEW YORK PUBLISHER 

Leading book publisher seeks many 
scripts of all types: fiction, non-fiction 
poetry, scholarly and juvenile works 
etc. New authors welcomed. 

plete information, send for 

5-92, Vantage Press, 516W, 

New York 10001. 


US NEWSLETT a 


- PUBLISHING | 
OPPORTUNITY 


For international corporate/institutional 
partners. Early 1986 start-up. 
wus 30e, Cos Cob, CT 


}| port source for Médicins sans Fron- 


tières and others who ‘risk ‘their: 
lives to bring in help. 


For more information, write to: 
Dept E, Afghanistan Relief Com- 
mittee, Suite 4100, 345 Park Ave- 
nue, New York, NY 10154. 


capital to to promote. revolutiona 
industry. “Over 900% increased 


Projected:returns reach 52% ‘annually for decades. Partici- 
pation in Management Company guaranteed. a 
Write: Cipher 97-1915, Tisence SA, 7, chemin Maisonneuve, 1219. 7 


Chatelaine-Geneva/Switzerland 


HOTEL NUMBER EIGHT 


a small tuxury hotel i hotelin London's ` 


excellence in shred & service, 
Single bedroom £33 inc. vat. 
Double or Twin £40 inc. vat 


* sumptuous: buffet breakfast * col 
our tv, radio.” direct dial te 
hair dryers * Piai arie 


bedroom * most rooms with private 


facilities 
HOTEL NUMBER EIGHT, 
south Kan 's Gate, ee 
Telephone 01-370 7516 


aeg "enTs 
| WANTED. 


ACCOUNTANT/ADMINISTRATOR. A 
experience. 
Ottawa, Canada KZG 3E8 


SENIOR. INTERNATIONAL JOUR: 
NALIST experienced in Managemen! 
and reporting seeks. commission. 01- 
359 2595. Box 3454: The E 


conomist, 
28 St James's Street, London SWIA 





‘CONOMIC AND FINANCIAL INDICATOR: 


AUT, DEMAND AND JOBS Japan's industrial production fell 1% in November, 
é ducing its 12-month growth to only 0.5%; unemployment rose to 2.9% of the labour 
rce in the same month—the highest since records began in 1953; and retail sales fell 
b in September, to a level only 0.9% higher than a year earlier. Three European 
untries had better news: in November, jobless rates in France (10.7%), Belgium 
13.1%) and Switzerland (0.9%) were all lower than 12 months earlier. Italy's 
inemployment rate rose from 12.4% to 13.5% over the same period. tea prices price 60% in 1985 
ange at annual rate tion increased in all the big 
: “industrial production retail sales unemployment % rate countries and india. lifted expo 
Gmthst tyear  3mthst © 1year = 3mthst 1year latest year ago tions when it found it had 
S437 +47 7) -= o3. +57 701+ 44 +48 (9 7.9(11) 87 Cocoa prices have been steady 
ayet, s6 „t29 BE ASAI)" 15,0 though production is estimatec 
ee cee toee ae +8 eau 10 a OF bumper 1.87m tonnes this sea 
+ 3.8(10) + 2 $ 6 - 26 (9) 9.877) 9.1 is 3% below 1984-85 but still 
te OTD 4. = 36 (ot 15.211) 166 ~~ largest crop on record. Cocoa 
wa LO) + 0 ‘ A + 9.0 (7) 13501) ; surplus for the second year run 
e051 i ; ; +09 (9) 2911) 26 i 
p ni SE + 17 6. 2e 29 O 
a): OIN 2 
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a SE PS SC SET PTC TR 
PACES AND WAGES America’s 12-month inflation rate rose for the first time in 
nsumer prices were up 3.6% in the year to November. Japan's 

1.9% in November from 2.3% in October. In Britain, the 12-month 

1 72% (September) to 73% (October), but real Sterling index 
niy. may s roal wages are rising faster. Australian  Aliitems — 1 
Food” 
Industrial 


wages/earningst 
: : 1 year 
nants 
jum ; , 
ae 3 + 4011) +6. -+ 3.5110) 
ee St) ae + 0.5010) 
Wetton + 02 + meo + T210) 
+10 (8) 
+ 64 (9) l ‘ i i 
- 32010) ; fi Metalst 5. ; + 
+ 4:2(10) +04 1 @)" God 
O + 1.007) 430+ B76) Speroz 327.75 . -145 
+30 + 82) 9. ETA) Crude oil (spot) Arabian light 






































6 S = 44 ot 174) + 2.6 __+ 2.8(11) ss $perbarrel 27.80 27,75 ~ 0.8 
wage rates in “manutacturi except Australia, weekly earrings; J and Switzerland, monthly earnings; Belgium, *Non-food agriculturals. Tin price from Metal Bulletin. 
py Sweden and USA, hourly T UK, monthly earnings forai pa m % fá i Non = rin gi 


oys, Spain is already the ‘fifth i chang nov brevibus year 
conomy in Western Europe 
OECD club of industri- 
real GNP grew by a 
zippy 6.4% a a year in) 1965-73,. but 
{growth has since slowed to only 1.8% 
a year. That slowdown has pushed 


-other OECD country; the jobless 
among 15-24-year-old Spaniards P me ASE REIES KAANE ee 
| was 47% last year. The record on ee nat 
| inflation has recently been happier, 
| with the Spanish rate getting closer to 
| the eec average. And Spain has had 
| two years of external current-account _ % change on previous year 
| surpluses, after four in deficit. We 
‘shall shortly be including Spain in our mr or 
| regular Statistical tables. 





Footnotes ‘applicable to all Al E seasonally aa except where otherwise stated. *Not seas. adj. 7A verage of mest 3 antra 
ed with average of pre 3 3 months, at annual rate. n.a. Not. available. Small figures in brackets. denote month of indicator. 





















FOCUS: .. SPECIAL 

RIGHTS The weights of the five cur- 
rencies in the sor have just been 
revised to reflect their relative impor- 
tance. in trade and finance. The base 
. weights of the dollar (42%) and the D- 
mark (19%) remain the same as those 
set-in. 1981, but the yen rises to 15% 







to 12% each. These weights are not 
used directly to calculate the daily 
value of the spr; instead, they are 
-used to-derive fixed. amounts of each 
currency—~so, many cents, yen, eto— 
» which together add up to the value. of 


weight. of each currency varies as 
exchange rates move—eg, as the dol- 
lar strengthened, its actual weight in 
the SDR rose from 42% in 1981 to 57% 
at its peak in February 1985. 


Weights of currencies in the spr basket 


[Z] base weights [Z] Actual weights 
uss O-mark Yen FFr E 





























Trade balance" current- 
Son account . 
, i j balance 
latest latest 12 $bn 


=0.12(11)_- 09 
= 0.06 6) = 





and the French franc and sterling fall | 


(DRAWING 


one sor. From day to day, the actual | 








TRADE, EXCHANGE RATES AND RESERVES America’s deficit on visible trade was $13.7. bi 


month months  Jatest?2 mths 
5 


WORLD BOURSES Stock markets cheered the ond 

during the week, and half of them hit new peaks. Eve ‘thal had falles 
in dollar terms during 1985 managed to Ey Pran A by Ya enero tog 
record high in local-currency terms. 
Stock price indices 
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sourrency 
F479 


Dec 
30 


1985 





one 
year 


high: in 
term 
413:9 
F71 
“H37 


high 










“aa, 




































































































1146.9 911.0 -+18 


1553.1 H1850: FiA 











Switzerland's speeded up in September. an we Australia raised their prime 
rates by three-quarters of a percentage point, those in Belgium by a full point. 


















































Money supply “Interest rates % p.a..(Monday, except bonds which are previous Friday) 

% rise on yearago Money market Commercial banks Bond yields Eurocurrency 

Narrow Broad} Overnight 3months Prime. Deposits Gov't Corporate Deposits Bonds 

(M1) lending. 3 months long-term 3 months 
Australia +7.3 +18.5(11) 1800 19.60 20.60 19.50 _ 1488 15.88 19.00 18.08 
Belgium + 49 + 6.2 (6) 6.05 975 1260 930 10.21 1056. 975 na 
Canada +93 +7501) 1000 940-1000 940 10.05 W016 925 10.81 
France- +78 + 7.1 (8) 943 913 1060- 933 1041.. 1r80- 1350 11,59. 
W. Germany + 55 + 4401) 550 495 750.450 680 675 481 683 
Holand +67 + 64 (9) 5.93 5:88 750 -7588 5.95. T39- 588 7.07 
italy 4145 +14.7 (8) 1475 1500 1600 11.50" 1379 1330 17.50 na. 
Japan +56 +8400) 794 704 550 — 350 581 669 675 7AT. 
Sweden na +0400) 1250 14275 15.05 1244 1222 1825 1230 na 
Switzerland + 48 + 51 (8) 1130 _ 4190 720 3502 4530 4940 413 50A 
UK O OO OA aa) BAA 31.88 1250 1181 1064 1147 088 N38. 
USA 411.6 + 7.9(11} 11.00 7.60 9.50 7.75 8.49 10.50 8.00 909 


Other key rates in London 3-mth Treasury Bills 11.2%, 7-day Interbank 11.6%, clearing banks’ 7-day notice 6.4% 
Eurodollar rates (por 3 mths 8.1%, 6 mths 8.1%. 





_ and cannot be construed as offers by these banks. latest availabi 


ion in November, the secon 
largest monthly total last year. In the same month Japan had its biggest visible surplus for 1985—$6.4 billion —while its current-ac 
count surplus was $5.6 billion. Other: November surpluses on current account went to West Germany ($1.9 billion) and Britair 
($373m). In September Belgium went into surplus on its visible trade; although tiny ($60m), the surplus was its first for two years. 
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he North-West-German-State-Lottery 
the only lottery that offers extreme 
high prizes compared to the limited 
sue of 500.000 tickets, The lottery runs over 
eriod of 6 months, one class per month - 


HOW TO PARTICIPATE, 


ou order your ticket on the order 
coupon below. Within days you receive 
your ticket together with an invoice. 
and the official drawing schedule with rules 
and regulations. : 
OF 2.060.000 DM PLEASE INCLUDE PAYMENT WITH 
JF 1.000.000 DM YOUR ORDER! You can also pay for your 

















Draws are held in public each friday and are 
pervised by government officials. The re- 
are published monthly in an official 
winning-list. 
















































arte , ; ticket after receipt of the invoice, Payment 

: Hana ae ani en a : 180 prizes of 100.000 DM can be made by personal check, travellers ; 
a f i ee sree bes o A or 18 prizes of 1.000.000 DM check, bank transfer { add remittance bank 
ry. Thus each ticket-number js in the game en charge) orin cash via registered air mail (ca: 
and has an equal chance of winning. All pri- 5 prizes of 80.000 DM at your own risk). 





zes are quoted in German Marks (DM), one 


of the strongest currencies in the world. 5 prizes of 75.000 DM After each class you will receive the official: 


winning list together with the ticket of the - 

















Tickets can ite eed on anywhere 4 prizes of 70.000 DM ned dace via aime 

around the globe in a half yearly subscrip- Apri; 60.000 D : a ees ; 
tion. We offer full (1/1) tickets, which when peso x oe A A nei 
drawn, receive the whole prize, half tickets = 33 prizes of 50.000 DM Leen pe ee : 
half prize and quarter tickets accordingly. 33 prizes of 40.000 DM Your prize-money will be transferred to you 


within one week of your request by check. OF- 
course, if you hit a jackpot you can come in 





- The ticket-numbers are registered in your 





name before they are mailed, thus insuring Plus many medium and smaller prizes Person tocollect youl Suse ii Cash: 

100% security for you in case of loss. The up to 35.000 DM. : 
full-service fee is as little as DM 21.~ (other Ifyou are already our customer, please do not 
_ Jotteries charge more than 60% of the billed S pa order, because you receive the ticketautoma- 
amount). tically for the next lottery. 


; THE LOTTERY CONSISTS OF 6 MONTHS. You can be sure you will receive fast, honest 
ALERT EEL TE LE TTI ES, 1. class: 14.658 prizes = 8.472.000 DM and confidential service. Now it is up to. you, 


therefore order and mail the coupon today, 
* TICKETS ARE LIMITED: 500.000 2. class: | 15.604 prizes = 11.050.000 DM We wish you lots of luck. 


































) GUARANTEED PRIZES: 200.568 3. class: 16.661 prizes = 13.825.000 DM 
CA OVER 163 MILLION D-MARKS IN | 4 "class: 17.718 prizes = 16.695.000 DM YOUR CHANCE TO WIN FAR | 
Ee ie ave. | 5.class: 18.775 prizes = 19.665.000 DM BETTER THAN 1:35 > 
* Ore OF FERSONALIZED STATE- ; Ti If coupon is missing, write for information. | 
NEEL ES LIK i 6. class: 117.152 prizes = 99.960.000 DM tit Lotterie-Einnahme tian 
x INSTANT INDIVIDUAL AND CONFI- Kuhimannstrafe 1A 











DENTIAL NOTIFICATION OF WIN Start of next lottery: October 1986 D-3250 Hameln, W-Germany 
ee ee ee OETA MONEN DUENA ee ee ee MEAN ee e 


I try my luck and order! rs hon [p Kinimenaate Ta 












All classes (1st - 6th man Gite (eee beginning to: D-3250 Hameln W.-Germany: 
April 4, 1986 to Septem p r a 
of the Nordweatdeuteche Klassen! otterie Please write in German (|_| English | Please print in 

















76/70 Mr g Mrs Miss i) clear letters, 


ane REG BREGEER | 
kastname| ISITA 


sweet ATLL 
p.o Box T 

Cae EE A CARER 
Prices-are for all 6 classes including air mail postage and winning Hst C E PENEIS 
atter each class. No additional charges. Exchange rate asof Dec, 1985 ountry EEGSE aa 


eee = VALID ONLY WHERE LEGAL = ane MMM PLEASE INCLUDE PAYMENT. WHEN you ORDER AFTER APRIL 4, 198 





Please fill in number of tickets you want to order. 


















a t/1ticket 741.00 @ 296.49 © 200.30 
ed 1/2ticket 381.00 @ 152.40 @ 103.00 


| | W&ticket 201.00 @ 80.40 @ 54.35 
| *us$ prices and & prices are subject to rate of exchange. 







































T The Chase Partnership at work. From left to right: A Teco Somchit Chase Taipei; Michael Dillon, Chase; Ping Chu, Chase and C. Y. Hu 


Global Network Treasury Experti 


















cubs Partnership. 


Helping to accelerate 
the sales of one of ‘Taiwan's 
fastest growing _ 
electronics companies. 


Teco achieved a lead position in Taiwan's industrial 
motor industry through superb product quality. When they 
wanted to grow and diversify they needed bankers who could 
work with them in Taiwan and overseas. 

They chose Chase, not only for our strong local 
capabilities, but also for our global resources. Like a network 
which facilitates imports and expedites collections and foreign 
exchange services which improve position management and 
protect profits. 

The Chase network also provides superior credit facilities 
for Teco’s overseas affiliates. 

And, in Taiwan, we've helped Teco gain access to 
cheaper funds by issuing substantial standby Letters of Credit. 

Chase and Teco, another example of the Chase 
Partnership. 

A simple but dynamic approach which enables us to 
serve you better — whatever your business. 


Th 
hase Partnership 
h CHASE 
<u 
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Investing in our names 
Lantor 
David Dry, Chief Executive 
Lantor International 

Lantor, through its subsidiary Firet; leads 
the world in its development of cable- 
wrapping tapes for the power and 
telecommunications industries. It has > 
pioneered a swellable water-blocking tape 
whichprotectsexpensivecablesystemsfrom 
water ingress. This reduces the risk of 
damage and increases safety and durability. 
Tootal Group, through Lantor International, 
is now investing £3.5 million in new 
production facilities for novel, purpose- 
designed nonwovens. The Lantor range 
includes medical and surgical dressings, 
core materials for the transportation and 
construction industries, consumer wet 
wipes, protective fabrics for military and 
fire-fighting use...and water-blocking 
cable tape. 


If you would like to know more about us, 
write to the Secretary for a copy of our current 
Report & Accounts, Tootal Group ple, 
Tootal House, 19/21 Spring Gardens, 
Manchester M60 2TL 


Tootal 
Group 
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PEN KHYBER IMPASSE 
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; TACKLING TIN 
Economist 


Libya’s Qaddafi 
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“A free night in KLMs 


Surprising Amsterdam?” 


“Yes-itsthe  % 
Stay-on-the-Way offer. 


4 


i d bah ‘are ni 
penes Ml 
yl rig roa, Gir, Rag Re i> > a eR TP 


Flying KLM’s Royal or Business Class between the airport and the city terminal. 
on an intercontinental trip via Amsterdam? Then Fly KLM via Amsterdam Airport Schip! 
_ discover something special: Stay-on-the-Way. And Stay-on-the-Way. 
-From the Holland Promotion Foundation. We'll give you an Amsterdam good ti 
Just look what you can enjoy: a free hotel on the way. Ask your travel agent or 
room — either for one night or one day in an KLM for full details. eeee 
Amsterdam top hotel. A 40 guilders meal f ea “i? 
voucher (app. US$ 15). Plus free bus transfers The Reliable Airline KL. 


Royal Dutch Aii 

















































Devils’ godfather 
Don't just stand there, 
everybody who has suffered at 
Colonel! Qaddafi's hands, page 
9. America’s quarter-measures, 
page 29. Its resident Arabs, 
page 30. 

(re enn o la 
Worse means better 
Let the entry of Spain and 
Portugal be the expansio ad 
absurdum for the EEC's farm 
policy, page 12. Block bows 
out, page 33. 


Tin export quotas, 1985 


Total: 88,000 tonnes 





Tackling tin 

A proposal, page 10. Oil's 
woes, page 55 
‘Ummm H O o o 
Salvador no longer . 
Why President Duarte isn't still 
the saviour of his country he 
seemed to be, page 17. 
Refugees’ railroad not to 
freedom, page 32. 


Roskill’s remedies 

For British fraud, page 14. In 
detail, page 58. Japan's freer 
money market, pages 62-63. 
SS er ee = et 


Panting Hart 


\fter the presidency again, 
fe: 31 


‘Star wars latest 
The:new arguments for and 
agaidh page 23. 








Heseltine bales out 
Cabinet breaks laws, page 41. 
Black Hawk works, page 42. 
Airbus's problems, page 49. 
Guess who is the fifth biggest 
arms exporter, page 54. 


UK base rates 





Dearer money 

In Britain, page 42. Mexico's 
and Nigeria's debts, page 57. 
Foreigners flock to Frankfurt’s 
bourse, page 58, as Wall 
Street wobbles, same page. 


Khyber impasse 

Why Russia probably won't pull 
out of Afghanistan, page 11. 
Why Vietnam's nod and wink to 
America didn't work, page 12. 
ES a: eee D 


Yugobarons 

Who runs, or doesn't, 
Yugoslavia?, page 35. Eight 
lots of power-brokers, page 36. 
CE ES SSS St 6 ee ee 





, <a + hab 

Apes know best 

About drugs, page 66. Reflect 
on mirrors, page 65. 





Missing links 
For Europe's transport, page 
39. For Soviet media. page 37 
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World politics and current affairs 


9 Don't just stand there against the devils’ godfather 

10 Last chance for tin 

11 Khyber impasse 

12 Expansio ad absurdum in European agriculture 

12 Move over, Rambo 

14 Chasing City panthers 

17 International: But can anybody return poor old El Salvador 
to normality?; Haiti; West Africa; Latest on the soi; Lebanon; 
Israel and Egypt; Roman Catholics; Australia; Cricket 
politics; Macau 

29 American Survey: The fire next time; Arab-Americans; 
Gary Hart; Refugees; Farming; Prisons 

35 Europe: Who runs Yugosiavia?; Yugos/avia’s local barons; 
West Germany; France; Soviet Union; Norway; Europe's 
missing links; EEC: The Commission; European education 

41 Britain: Heseltine stakes his shirt on a different future; 
Black Hawk and its rivals; Interest rates; Local government; 
Sir Antony Acland; Running London; Hongkong passports; 
Rough Justice; Voluntary export restraints; Social class 


Business, finance and science 


47 Business this week 

49 World Business: Europe's Airbus needs to get itself in the 
family way; Union Carbide; Fermenta; Semiconductor 
trade; Robert Hersant; South Africa; Nuclear power; Brazil- 
ian armaments; Wickes Companies; Oil; Group Lotus; 
Slimming foods 

57 Finance: Mexico looks at Baker's cake; Nigeria at a 
ceiling; Wall Street; Roskill committee; West German stock 
market; Andrew Lloyd Webber; Junk bonds; Hanson Trust; 
Hongkong banks; Ecu; British newspapers 

62 Business Brief: Japan experiments with free(ish) financial 
markets 

65 Science and technology: A most extraordinary mirror; 
Halley's Comet; Antibiotics from plants; Chinese 
telephones 

89 Economic and financial indicators 


Books plus and letters 


69 Books plus: Theme parks: the American dream and the 
great escape 
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LETTERS 





Le Monde 


SIR—As your Paris correspon- 
dent says (December 21st), Le 
Monde is an ‘odd «newspaper. 
“From Le Monde in recent years I 
have learned that the Khmers 
Rouges. spread “revolutionary 

ppiness” through Cambodia, 
hat the frontiers of Israel were 
drawn by “the grotesque pencil 


















saved France’s identity and cul- 
ture from destruction by Hitler in 
the 1940s—or so we all thought. 
We now know, thanks to Le 
Monde, that their true purpose 
has long been to replace the 
French language by, of all things, 
Anglo-Saxon which. somehow 
survived the Norman conquest 
and is still widely spoken, even by 
the Scots and Irish and the blacks 





_ Other-worldly? 


of Winston Churchill”, that Ox- 
ord undergraduates have their 
“university places reserved’ for 
them. at birth, that-even educated 
United States citizens speak not 
‘English but a primitive mishmash 
of several languages, that “The 
Nazarene gospel restored” by 
Robert Graves and Joshua Podro 
is banned in Britain, and. many 
“other entertaining unfacts that 
less adventurous papers have 
ignored. 

To its credit, Le Monde does 
not try to win readers with rac- 
ism. It prefers cultural xenopho- 
bia. Its favourite villains are the 
sinister Anglo-Americans ` who 


3) The Economist 


Intelligence Unit 
Just published: EIU Special Report No.225 


South Korea to 1990 


LIBERALISATION FOR GROWTH 


What are South Korea's chances of 
maintaining the impressive growth 
rates achieved over the past 20 years? 
This report analyses the three phases 
of Korean development and assesses 
whether current liberalisation policies 
n be. pushed further to sustain 

wih, Pi each economic 


















“alternative scenario investigates the, 
potential impact of escalating 
protectionism. 

Price £95 or US$180. Airmail postage 
outside Europe £3 (US$5) extra. 


The Economist Publications Limited 


Marketing Department (EFS) 
40 Duke Street 

London WIA TDW, UK 

Tel 09-493 6711, 
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of North America. 1 sympathise 
with the many readers of the 
paper who are disturbed by this 
prospect. The British people 
would certainly rise in revolt if 
anyone tried to impose Anglo- 
Saxon on them. . 

A minor example of Le 
Monde’s tangled thinking on such 
matters was its front-page edito- 


rial of Decémber 12th. The arti-_ 


cle praised the French Academy 
but went on to lament that 
“French creates hardly any new 
words” and has to acquire them 
from English; its author had 
failed to understand: that this is a 
direct consequence of the domi- 
nation of French by unimagina- 
tive academic mandarins whose 
aim is to deép-freeze it in an 
almost Koranig mould, like clas- 
sical Arabic Or Latin (as The 
Economist pointed. out,.in Fran- 
glais, more concisely than Le 
Monde has ever done, in its 
Books section in August 1982). 
Le Monde’s editorial ended with 
a complaint that “Anglo-Saxon” 

is a-“‘uniformising” influence— 
overlooking the fact that the pa- 
per’s editor, Mr-André Fontaine, 
had previously written a front- 
page article criticising English be- 


(T 


cause of its “diversity”! 


„Larragona, 
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Puppets off strings 
SIR—Nothing could be more pre- 
posterous than your suggestion 
(December 7th) that Ghana is a 
client of the United States—or 
indeed of any other country. 
Ghana is. second to none in its 





n policy 
to exercise its sovereignty. in full 
measure, and to achieve econom- 
ic independence. 

Ghana makes no apology for 
acting to safeguard its security 
against subversive activities by 
foreign intelligence agencies. The 
particular episode which: you be- 
lieve has caused offence to: the 
















can court, not 
authorities: 


y the Ghanaian 


You commend. to: the. United | 
States the judgment of the Inter- < 


national Monetary Fund and the 


| World Bank as to how best to. 


encourage sensible economic pol- 
icies in the countries listed. in 
your article. But you omit to 
mention that at. a consultative 
group meeting held in Paris last 
month these two. institutions 
joined other donors, 
the United States, in expressing 
“high praise and strong support 
for the government of Ghana’s 
sustained outstanding progress 
on its programme of economic 
reform launched in April 1983” 


K. ANAMAN 


London Ghana High Commission 


SIR—You included Israel among 
the “string-pulling puppets” of 
the United States. The customary 
conceit and- bragging language 
notwithstanding you. seem” to 


have overlooked relevant truths. 


In the past few months Israel's 
inflation rate has been brought 
down from. 700-1000%. yearly. to 
40-50% yearly. Before you teach, 
learn. 

This, you wrote, is a “tiny 
Levantine” economy. Tiny it is. 
Levantine it is not yet. The Brit- 
ish Mandate: did not last long 
enough. 


Tel Aviv l 





Guatemala 
SIR—You state ‘in yo r partly 
sensible editorial on < Central 
America ‘(November 30th) 

. . the Americans can fier to 
re-equip Guatemala’s a 
change for its promise to. pt 
new government curb the coun- 
try’s endemic death squads.” 
That is some transaction. 

Surely the last thing the Ameri- 
cans should do is re#equip the 
Guatemalan army. The policy of 
bolstering corrupt, incompetent, 















United: States. was publicly ex- ~ 
posed, as you put it in an Ameri- 


including 1 










pating? 2). What percentage. 4 


ity. (600 kilos per a | 
corrupt agrarian structure; ar 
outdated | government infrastruc: 
ture. 





“PETER STOLLER 
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recommend a Northe 
referendum, | you 







in “contemptuous . 
srespec ful language” of the 
Northern. Irish majority. Bigot 
there were and still are; but loyal 



























ists, want 
about’ whi 
consulted nor 
of hatred of “ 















say in running the province’ ” bus 
out of fear of detachment froni 
the United Kingdom. 

The instillation of a Dubliv 
minister in an intergovernmenta 
conference which, according të 
Mr Garret FitzGerald, closel¥ 
approaches “joint authority”, 
resented not because of his reli 
gion but because he represents 4 
state which broke with. Crows 
and Commonwealth and has nov 
renounced its claim to-all-Irelane 
sovereignty beyond the de facts 
recognition of Northern Ireland” 
status contained in the Irish Com 
stitution since its adoption unde 
de Valera. 

As for “the Catholic third œ 
Northern Ireland”, successi 
election figures and opinion 
veys show something under aj 
to be pro-Union. It is with; 
dedicated to the destructic 














































uctant to share power in a de 
volved government. 
Jonn Biccs-Davisod 


London House of Commors 





Chunnel 


SIR—You comment in ‘The Ultë 
mate bore’ (December 14th) tha 


‘the possibility: of a fixed din 
““aeross the’ English Channel hag 


been. given a. good public airing 
This is true so far as the concept # 
concerned. : 

What has not been aired is — 
1). What traffic and traffi 
growth is each contender antici 










since the Roosevelt revolution at test 
the end of the second world war, s 








is a proven failure. If democracy 
is to succeed in Guatemala, seri- 
ous economic issues must: be: ad- 


the last week in December and te first weel i 
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traffic and put the (ene out © 
‘ hat freight. 
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and passenger charges are antici- 
pated at today’s prices based on 
today’s capital and running costs, 
but projected traffic levels? 

In short, many of us would 
applaud the building of a fixed 
link if channel crossing costs 
were, for example, to be halved. 
However, what seems only too 
likely is that initially fixed-link 
crossing costs will be about in line 
with the ferries. Insufficient traf- 
fic will be shared, so both opera- 
tions will be unprofitable. The 
ferries, having higher running 
costs, will reduce the frequency 
of their sailings and the fixed link 
will dominate. Having put the 
ferries effectively out of business, 
the fixed link will begin to act like 
the monopoly it will be. 

To a privatised monopolistic 
British Telecom and a privatised 
monopolistic British Gas we shall 
be able to add a privately fi- 
nanced monopolistic Channel 
Fixed Link. No thank you. 


Brussels CHRISTOPHER H. BURT 


Junk bonds 


SIR—I suspect that the person 
who wrote about junk bonds 
(December 14th) is less than 40 
years old. He said: “Their risk is 
surprisingly small. A recent stu- 
dy . . . shows that, even though 
the default rate on junk bonds 
has been higher than on straight 
corporate bonds, the losses from 
these defaults have averaged only 
about 1% per year.” 

High-yield bonds, for which a 
substantial history exists, usually 
did not start as junk bonds, but 
resulted from the decline of once- 

oud corporations or municipal- 
ities which managed, for the 
greater part, to continue interest 
payments on their debt, In con- 
trast, Drexel Burnham-type junk 
bonds are the product of newly 
created debt-heavy entities that 
depend on both low inflation and 
high income to survive. Their 
immediate sensitivity to higher 
market interest rates or declining 
sales will be disastrous. 

Be patient—these things take a 
little time. Make a new survey in 
1990 on leveraged buyouts and 
then run a revised article. 





Sacramento, 
California Robert H. Pascua 
Privatisation 


SIR—I would not contest the ten- 
tative conclusion of your article 
on privatisation. However, it is 
surely misleading to quote Jag- 
uar’s regained reputation for ex- 
cellence as clear evidence that 
privatisation has worked in Brit- 
ain. Jaguar lost their reputation 
while a private company and re- 
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gained it in the public sector due 
to the appointment of a first-class 
manager. 

There are other cases where 
management changes have im- 
proved the profitability of public- 
sector companies and made them 
suitable for privatisation. Indeed 
it could be argued that the pre- 
mise that privatisation leads to 
profitability has, on occasion, in- 
verted cause and effect because 
sometimes it has been the latter 
which has justified the former. 

Perhaps the key issue is man- 
agement quality rather than own- 
ership as such, or even competi- 
tion (Jaguar, British Airways and 
Rolls Royce among others have 
always had plenty of that)—but I 
would question Professor Mill- 
ward’s view that managerial effi- 
ciency in the public sector is gen- 
erally as good as in the successful 
private sector. Not only can the 
private sector more readily pay 
for the best talent, but its manag- 
ers also do not have the burden of 
government monitoring which 
must slow down and sometimes 
overturn the taking of key 
decisions. 

Camberley, 


Surrey J. R. COLLINGBOURNE 





Denmark 


SIR—Your assessment (Decem- 
ber 7th) of Danish reluctance to 
accept many of the reforms pro- 
posed during the EEC’s recent 
summit in Luxembourg accurate- 
ly describes the political con- 
straint facing Mr Poul Schliter’s 
centre-right coalition in matters 
of foreign policy. However, you 
neglect to clarify Danish attitudes 
towards the European 
community. 

Several reforms put forward in 
Luxembourg imply greater politi- 
cal integration among member 
states. It is in this regard that the 
Danes wish to manifest their op- 
position. Tied historically, lin- 
guistically and culturally to the 
rest of Scandinavia, Denmark 
fears that greater political inte- 
gration within the European 
community will bring a disinte- 
gration of its links with the other 
Nordic states. A legitimate con- 
cern? This is debatable. Yet it 
nevertheless sheds some light on 
the largely hostile position adopt- 
ed by Denmark at the summit. 

As to this reader's belief, there 
exists a definite correlation be- 
tween greater political co-opera- 
tion and sustained economic 
growth for the states concerned. 
It follows, therefore, that in or- 
der for Denmark to continue to 
enjoy the economic benefits that 
EEC membership offers, it must 
accept the principle of progres- 




















sive political integration. 
MICHAEL BERGMANN 
Institut d’Etudes 
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Vicious social circle 
SIR—Many creatures besides 
prairie dogs (December 14th) not 
only eat the young of others of 
their species but snap up any of 
their own offspring who get too 
close, sometimes immediately af- 
ter birth. (From memory, the 
sea-horse is one of these.) The 
flour beetle, on the other hand, 
contents itself with eating its own 
offspring only when they fail to 
establish completely separate ter- 
ritories and trespass on the par- 
ent’s home range. 

The infanticide by adult male 
lions and langur monkeys, as they 
take over an existing family 
group, is not accompanied by 
cannibalism and the “motive” — 
on the “selfish gene” hypothe- 
sis—is to redirect the group’s re- 








They can be cannibals 
sources into the rearing of young 
carrying the genes of the new, in 
lieu of those of the former 
paterfamilias. 

As the availability of prairie 
dogs’ food varies directly with 
population density, cannibalism 
must be about the best form of 
population control there is and 
you will no doubt recall that Swift 
advocated it for our species. 
Llantrisant, 


Mid-Glamorgan JACK PARSONS 


Weinstock rides again 


SIR—You say (December 7th) in 
support of the GEC bid for Ples- 
sey that no company “can com- 
pete with confidence in a world 
market whose technological cy- 
cles are becoming shorter and so 
more expensive’. The corollary 
of this statement is that compa- 
nies with technological products 


must be marketing-oriented so as 
to maximise the commercial ad- 
vantage of each shorter techno- 
logical cycle. 

Better than taking over Ples- 
sey, let Lord Weinstock distrib- 
ute to the GEC shareholders the 
cash which belongs to them so 
that they, rather than he, can 
recognise and back the market- 
ing-oriented tomorrow men. 
Jersey, 

Channel Islands 


Frank Chapple 

SIR—You refer (December 14th) 
to “, .. communists . who 
used to run the Electrical Trades 
Union before Mr Frank (now 
Lord) Chapple saw them off”. 
You are too kind to Lord Chap- 
ple. The communists were “seen 
off” by a well-publicised 

case revealing electoral iad 
case instigated entirely by the 
efforts of Mr Leslie Cannon in 
1961, who became president of 
the union (and Mr Chapple’s 
boss) in 1963. 


R. M. BALE 





Norwich Ear C. HALD 
Horseracing 
SIR—The American yearling 


market is not supported at the 


“top end by “tax-dodging” Ameri- 


cans, but by Arab and European 
syndicates, while the middle mar- 
ket is maintained by a home rac- 
ing industry that is soundly based 
on a tote monopoly, which you 
decry (December 21st). 

The object of a tote monopoly 
is not to “milk punters further”, 
but rather to re-divert back inta 
the racing industry the conserva- 
tive annual estimate of £80m, 
which British bookmakers m»r- 
rently take out in profits tc 


pand their hotel and Guer 
interests. 
Newbury, N. J. F. ROBINSON 


Berkshire Pacemaker Publications 





Alcohol 


StR—You say (November 30th} 
that 80% of new cars sold in 
Brazil do not use ordinary petrol, 
but ethanol or gasohol, which is al 
mixture of 80% petrol and 20%» 
ethanol. 

There is no ordinary petrol 
sold in Brazil and what is knowm 
as a “petrol-run car” uses the 
above mixture. According to the 
latest issue of the local car maga- 
zine “4 Wheels”, 94.7% and 
95.8% of new cars sold in Janu- 
ary/September 1984 and January/ 
September 1985 respectively, are 
run on pure alcohol. 

Estado do Rio, 


Brazil JOHN DE LA COUR 
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Don't just stand there 


It is extraordinary. During the 16 years that he has run 
Libya, with its tiny population of only 3m people, 
lonel Muammar Qaddafi has come to be detested by 
t about everybody he has ever had dealings with— 
rab and African as much as people from the western 
world. Not only is he the liveliest godfather of interna- 
tional terrorism. He is also an adventurous political 
meddler in the African continent, and beyond. But 
there he still is, and the president of the United States, 
though convinced that Libya’s colonel was behind last 
month’s terrorism in Rome and Vienna, can this week 
‘ind only a pinprick of “sanctions” to retaliate with, 
while everybody else pretends to look the other way. 

All Colonel Qaddafi’s immediate neighbours loathe 
him: Algeria, which considers him a bumptious parvenu 
and pest; Tunisia, whose government Colonel Qaddafi 
has tried to overthrow; Chad, which he tried to 
zonquer; and Egypt, whose leaders he wants to kill. 
Even the handful of Muslim countries still friendly to 
him are periodically appalled. He has quarrelled with 
Syria over Lebanon, disagreed with Iran over the Gulf 
war, and enraged Lebanon’s Shia Muslims—the main 
revolutionary force in that benighted country—by caus- 
` their top religious leader to “disappear”. The 

ssians have encouraged him to make trouble for the 
West, but even they seem reluctant to give him a long 
leash. And yet he survives. How on earth does he do it? 
And how long will he go on doing it? 

At first a lot of Libyans rather liked their colonel. His 
zoup against the corrupt King Idris in 1969 was popular. 
Flush with oil money, and with blessedly few people, he 
built a lot of schools, roads, houses, hospitals. But over 
the years Libya turned into a nasty little police state, 
with 30,000 of its best educated people fleeing into 
exile. And now, with oil earnings diving from more than 
$20 billion in 1980 to less than $7 billion last year, it is 
feeling the economic pinch. The macho of the Maghreb 
is no longer the hero of yesteryear. 

So where lies his strength? First, his “*madness”— 
obsessionalism, megalomania, love of fantasy—is not 
quite total. His three chief obsessions are, in any case, 
exaggerated versions of sentiments keenly felt through- 
out the Arab world. He hates Israel. He blames the 
West, especially America, for propping Israel up and 
despises godless western materialism, while paradoxi- 
cally one western affluence. And he hankers after 
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an idyllic Arab unity that would make Arabs a world 
power to be reckoned with. This jumble of feelings is 
widely shared by fellow-Arabs less bloody-mindedly 
ruthless about translating them into action. 

Yes, his erratic tactics, his conceit, his readiness to 
use every sort of violence to fulfil his dreams are the 
stuff of madness. But do not underestimate his clever- 





ness. He knows how to exploit Arab and third-world 


dreamland sympathy. He often accurately senses the 


point at which he needs to draw back from the brink 
when bigger powers—Egypt, France, America—call his 
bluff. Last week he decided to curb his tongue just 
when a few more bursts of hyper-rhetoric might have 
provoked an American military blow. 

But there are cruder reasons for his survival: fear and 
petty self-interest. People fear his unpredictability. 
They fear his i hel ran fanatics who travel the 
globe shooting Libyan “stray dogs” and any foreigner 
who angers the colonel. The western world, especially 
the European bit, shrinks from the prospect of Afro- 
Asian displeasure at the spectacle of a third-world 
leader, however disliked among his own, being humili- 
ated by the wicked West. As for the self-interest, Libya 


offers easy pickings for hundreds of western construc- 


tion and oil-connected service companies. If western 


boardrooms happen to buttress the leading godfather of © 


international terror, so—they seem to say—be it. 


Thump or squeeze? 

Too many innocent people have been victims of Libyan 
violence. Mr Reagan is right to call a halt. Whenever a 
villain appears in history, fashionable fainthearts will 
always argue that, no, such-and-such a dictator is 
merely an inevitable manifestation of social disorder. 
Understand, they say, the “underlying” causes of the 
“problem”; Qaddafi exists inevitably; if he were re- 
moved, the alternative would be no better—and so on. 
This is nonsense. Libya minus Qaddafi would be a much 
less dangerous place for the rest of the world. If there is 
to be any chance of making it so, getting rid of Colonel 
Qaddafi is the first step. But how? 

There is no moral objection to meeting force with 
force. The Americans should not rule out the possibility 
of military action when Libyans are once again caught 
somewhere with a smoking gun: and those of America’s 
allies that have the right sort of military power— 
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1l , France and West Germany —should be 
teady to help. The trouble with the military option is 
that it is difficult to put into practice with the necessary 
precision. The Pentagon has studied a range of tactics, 
from assassination of Colonel Qaddafi through exem- 
plary assaults against terror-training camps to air raids 
and bombardment from the sea. None of them, so far, 
has quite fitted the bill. There is too high a risk of 
failure. Too many civilians might be killed. The Euro- 
peans would be shocked. by the use of American 
muscle, especially if it were clumsily applied. 

" - That leaves political, diplomatic and economic mea- 
es. The Europ cannot have it both ways. Colo- 
ene es terror against European air- 
ports, abets terror against European democracies. If it 
$ not practical to stop him by force, other means should 
e tried. The Europeans should not turn their back on 
America because they stand to lose Libyan markets or 
because they are squeamish about briefly annoying 
ther Arabs. 

For a start, Western Europe should cut its diplomatic 
-links with Tripoli—as Britain-did after one of Colonel 
- Qaddafi’s “diplomats” shot a British policewoman in 
1984. Much Libyan terrorism, designed both to help 
-non-Libyan terrorist movements and to kill the colo- 
_nel’s Libyan opponents, has been directed from embas- 
sin Western Europe. There is no point in cosy chats 
th Libya. If there was Libyan complicity in the Malta 
hijacking two months: ago, the Bonn agreement be- 
tween the seven countries who own 70% of the world’s 
‘ommercial aircraft should be invoked: air links with 


Last chance for tin 











































Consider two possible outcomes of the excruciating tin 
risis. First, member governments of the International 
Tin Agreement (ITA) meet on January 14th for the 
seventh time since they left £600m-worth of tin con- 
racts suspended in mid-air. The London Metal Ex- 
change (LME), patience exhausted, restarts tin trading. 
Vobody selling tin knows’ whether buyers will have 
ugh money to pay their bills the next day. The first 
kruptcies are declared. To avoid becoming the 
econd ones, other companies sell more tin. So do 
banks. Sales push tin prices into a free fall, undermining 
he assets of other tin brokers. There are then more 
ankruptcies. The crisis in the tin market spills over into 
- the copper:and other metal markets; then to cocoa, 
coffee and: wheat; trading in several raw materials 
becomes impossible. From first bankruptcy to disaster 
akes only a few hours, because commodity markets 
-Teact at the speed of a telephone call. 

Now consider an- alternative. It begins the same way, 
with the failure. of the coming ITA meeting because 
member. governments will not:honour their debts: But 
. the LME, foreseeing what might happen, stays shut. 


How the tin men could put their market in order, and why they need to 


Libya should be cut, spar 


America is right, too, to try to persuade Europe to 
impose wider economic sanctions. European govern- 
ments, at first, will not listen to America..But public 
opinion in Europe is more friendly—and more down to 
earth. Sooner rather than later, Libyan fingerprints wi 
be found on another batch of corpses. Then sanctions 
might begin to make more obvious sense. 

But they would have to be co-ordinated. Britain 
would have to cease its parrot-cry of “sanctions never 
work”. That depends where and how they are imple- 
mented. France, West Germany and Italy could buy 
their oil elsewhere; on: today’ s buyers’ markets, not all 
of Libya’s oil would slip into the general pool. The 
40,000 skilled western expatriates who service Libya 
should be given every encouragement to get out—not 
least, by being warned that they will get scant sympathy 
if they get into trouble through staying behind. i 

Of course terrorism will not fade away. Libya is by $ 
means its sole source. Some terrorists—especially the 
suicide merchants—are bound to slip through the 
security network. Frustrated Palestinians will get help 
from some. Arab quarters so long as they are denied 
even a patch of their homeland. Nor will sanctions 

“work” immediately against Colonel Qaddafi. He 
would take time to stew, before, ideally, his own people 
overthrew him. There would be squeaks of outrage 
from the third world, but most of them would be 
insincere. The more genuine and likely response would 
be a soft sighof collective gratitude. 
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Total: 88,000 tonnes 


Malaysia 26,500- 


indonésia 22,100. 
Thailand 18,100; 
Australia 9.500- 





Negotiations drag on. Seeing no urgency, the ITA cor | 
to no conclusions; seeing no conclusions, the LME sta 
shut. Civil servants who attend ITA meetings | ‘car 
tolerate this lack of a price for tin, but tin miners and tin 
users cannot. They begin their own auctions. Gradual- 
ly, other producers and consumers join in. The price is 
an even less reliable guide to supply and demand. than 
the old LME one, and is even more vulnerable to 
manipulation. But it is better than nothing. The LME tin 
market dies and with it the livelihood of the brokers. 
Sooner or later,.a Brazilian finance minister, facing 
soaring debt costs, decides that if West Germany. 
France or Holland can ea. on their financial obliga- 
tions so can Brazil. 





Limited liability or limitless rows 
It is obvious what needs to be done to avoid either 
outcome: the ITA countries must honour their debts. 
But that has been obvious from the beginning. The tin 
men have refused to do so for three reasons. The ITA 
members—and three of them especially (West Germa- 
ny, France and Holland) —allege that t the, tin council. 
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which bought and sold tin on their behalf, has only 
limited liability for its debts. They say that, although 
zovernments should usually stand behind the debts of 
international agencies, this is an exception. And they 
argue that no rescue is possible until potential losses 
have been quantified—catch 22, since that cannot be 
done until the LME re-opens and the LME will re-open 
only when there is a rescue package. 

The best proposal for settling the muddle has come 
from Mr Ralph Kestenbaum, representing tin traders, 
and Mr Peter Graham of Standard Chartered, one of 
the creditor banks. They suggest the establishment of a 
new company to take over the debts of the tin council 
and then sell its assets (tin). The company would have a 
zapital of £275m, so nobody could lose more than that; 
about £200m would come from ITA governments. 

There is some chance of putting this plan into action, 
but only if six governments have the imagination to 
seize it. The six tin-producing countries that belong to 
b ITA (Australia, Indonesia, Malaysia, Nigeria, Thai- 
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The board of directors of The Economist, with the 
approval of the trustees, is pleased to announce the 
appointment of Mr Rupert Pennant-Rea as editor of 


The Economist. He joined the paper in 1977; for the 
past four years he has been its economics editor and 
chief leader-writer on economic affairs. 





land and Zaire) should put up the money. Britain, 


which has already said it supports the proposal, would | 
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join in; Japan would probably be shamed into agree- _ 


ment. But why should the producers, of all people, 
finance a scheme which rescues the LME while letting 
most richer consuming countries off scot free? The 


answer is that it would be in the producers’ own _ 


interests to do so. If tin trading re-opens without a 
rescue plan, prices will plummet and stay down. Since 


every £1,000 a tonne knocks £100m a year off the export _ 


earnings of producers, peace in the tin market can be 
bought for only two years’ lost revenue. 





Khyber impasse 


The Russians cannot pull out of Afghanistan and leave Babrak Karmal, 


3r anybody like him, in charge 


Russia may be tiring of an insubordinate puppet. 
Recent hints from Moscow and Kabul make it sound a 
ittle more likely that the Russians want to get out of 
Afghanistan—provided they can leave behind a “‘suit- 
able” government. That could prove the sticking point. 
Afghanistan is even less governable by the sort of 
yovernment the Russians would consider suitable than 
t was when Russian soldiers walked in six years ago. If 
he Russians want to be shot of the war, they will have 
o lower their sights. 
It is not only because of the cost of the Afghan war, in 
bles and lives, that Mr Gorbachev may be tempted 
pull out. An offer to withdraw would give the 
Russians a useful bargaining card at the next Reagan- 
Sorbachey meeting later this year. According to the 
American State Department, the Afghan government 
»yroduced a plan in Geneva last month by which the 
Russians would pull out within a year. Meanwhile 
Moscow has been muttering about “broadening the 
yase of the Afghan revolution’ —trying to bring into 
yovernment people from outside the little clique that 
10lds the top jobs in Kabul. That may be just a device to 
‘einforce a shaky regime. But it could also be a first step 
o setting up a government to leave behind. 


julky civility is the best they can hope for 

Che Russians are probably not silly enough to think that 
Mir Babrak Karmal, the president they installed, and his 
vit of the Afghan Communist Party can run the place. 
Che guerrillas and the anti-Karmal Communists would 
yverthrow him as soon as his Russian prop was re- 
noved. Instead, Russia may be trying for a modified 
sovernment, still basically communist but less offensive 





to most Afghans than Mr Karmal’s, which might draw 
support from the young Afghans who have been sent to 
Russia for political “re-education”. 

But such a government is not likely to last. The 
Russians’ main achievement in Afghanistan has been to 
train Afghans to kill Communists. Men who have lost 
their families and risked their own lives in the name of 
Allah, or national liberation, or both, are not going to 
lay down their stolen Kalashnikovs and shake hands 
with people they regard as Russian stooges. If some 
guerrillas did join the Communists, others would make 
sure neither they nor the government survived. 








A Russia-friendly government, defended by the 
depleted Afghan army, might just be able to hold — 


Kabul—socialism in one city, as it were. The rest of the 
country would be in the hands of the guerrillas. And 
that could mean more years of civil war. Afghanistan is 
a cobweb of divisions—between the two factions of the 
Communist Party, between the seven main guerrilla 
groups (some of which hate each other nearly as much 


as they hate the Russians), between Sunni and Shia | 


Muslims, between different tribes and language groups. 

If the Russians do want to get out, they will have to 
accept the realities of power. That means accepting a 
government in which Communists might have only a 
token presence—and in which the passionate Khomei- 
ni-admiring Muslims, who have turned out to be the 
bravest of the guerrillas, would play a large part. Even 
such a government, keeping a wary eye on its northern 
border, would be tactful enough to mind its manners 
towards Russia. But Moscow must not expect more 
than sulky civility from a country it has so badly beaten 
up. Will Mr Gorbachev settle for that? 


11 


AL "i erii 


































even sillier now the ten have become twelve 


Sometimes, worse does mean better. So it might just 
prove now that the world’s biggest olive oil producer 
(Spain) and Western Europe’s most agriculture-depen- 
dent country (Portugal) are joining the world’s biggest 
‘waste of money (the EEC’s common agricultural policy). 

Europe already has an olive-oil lake; Spain’s excess 
alone will double the cost of supporting olive-growers. 

Spain and Portugal together will pour into Europe’s 
ine ocean a surplus 100m gallons of Iberian plonk, 

opped up with a fizz of experts. on how to apply the hill 
farmers’ subsidy scheme to the Galician highlands, 

> Spain and Portugal are democracies (and cheers for 
los. so their vote-gathering governments will be 
tempted to dig their hands as deep as possible into any 
barrel of pork that their partners leave open—to 
ompete. with Italy, Greece and France to raise the 
rice of Mediterranean food. Yet Spain and Portugal 
© not now need big price increases, because their 
easants already farm profitably at prices that would 
ot enable farmers in frostier places to refuel their 
Range Rovers. Tracts of Spain’s Mediterranean coast 
are already given over to oranges, green beans and 
trawberries under plastic, making the area Europe’s 
best fruit and vegetable garden even though, for the 
past decade, Spain has kept farm prices down. Think 
iow much they could grow once the common agricul- 
tural policy (CAP) starts fertilising prices. 

‘For this unwanted expansion the seven richer north 
European countries will be asked to pay. They already 





But not before Vietnam changes its ways 


America i is usually quick to befriend its former enemies, 

s Germans, Italians, Japanese (and Britons) can 
onfirm. But the idea of friendship with Vietnam still 
cks in American gullets. The Vietnamese had hoped 
it their talks on January 6th-7th with a visiting 
American delegation would push the two countries 
closer to diplomatic relations, and hence help to open 
western doors in general to Vietnam. But the Ameri- 
cans wanted to discuss only the 1,797 American soldiers 
still unaccounted for in Vietnam. They even refused an 
_ offer of a villa in Hanoi where the Americans could set 
up an office to gather information about the missing 
soldiers, lest the Vietnamese claim that that would 
‘amount to diplomatic recognition. 

Many Americans have a Rambo-like indignation 
about Vietnam. The hero of that successful blood-and- 


42. 


Move over, Rambo 





Expansio ad absurdum 


The common agricultural policy that already fails to fit Europe’s head ióöks 


overcharge their own consumers for milk and bread, 
and damage their own manufacturing industries by, for 
instance, super-subsidising sugarbeet, thus wrecking 
the economies of poor cane-growing countries which 
would otherwise import more European manufactures. 
The EEC’s ruling parties do these things in order to buy 
allies in Bavaria or party contributions in East Anglia 
and Provence. Fixing things even more expensively to 
buy orange votes in Valencia or tomato votes in the 
Algarve would make the ramp so much more oo 
and intractable that the CAP could self-destruct. 

One purpose of the CAP is worth saving. It hel 
peasants’ children to leave dad on the subsidised family 
plot and look for other jobs. Spain and Portugal have 
plenty of peasants and farm labourers, but not many 
other jobs. In Spain 15%, and in Portugal 30%, of the 
labour force work on the land, generating respectively 
$6,000 and $2,000 worth of annual output per farm- 
worker, against Britain’s $14,000. Subsidising output to 
bring their efficiency up to Britain’s level would at least 
double over-production but, if urban jobs are not 
available, would also increase unemployment. 

The CAP’s main effect has hitherto been to promote 
farm surpluses by forcing customers to pay high prices 
to rich northern farmers. Its proper aim should be to 
guarantee a decent minimum income to the farming 
poor, most of whom live in Europe’s south. Spain and 
Portugal have the biggest interest in a sensible new 
policy if they will only grasp the point and fight for it. 









guts film would not even have talked to the Vietnamese 
about the missing Americans; he would just have 
blasted his way in and out on his rescue job. Rambc 
encapsulates the American anger abou war they 
should not have lost. Of course ignation is nc 
shaper of sensible policy. The Americans who went tc 
Hanoi this week. probably did not have a Rambc 
thought among them. Almost certainly the men stil 
missing in Vietnam are dead. But the American govern: 
ment has to heed their relatives’ fears and hopes, anc 
does not officially rule out the possibility that some may 
still be alive. It needs time to come to a conclusion tha 
will satisfy the lost men’s parents and wives. 

When this issue has been settled, American policy 
towards Vietnam can and should change. But Viet 
nam’s pany? needs to Change © even more. The Vietnam 
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A record profit tends to stand out these 
days in the international resources business. 
BHP’s latest result demonstrates the strength 

long term strategic investment policies. 

he November dividend of 17.5 cents per 

ease of 58% on the dividend 
at that time last year (adjusted for bonus issue). 

The charts above show the first half year 
performance of BHP’s businesses — petroleum, 
minerals and steel. 
For continued profit and dividend growth, 

BHP committed A$3 000 million in the six 

months to capital development and acquisitions. 
Monsanto Oil Company, USA, was acquired 
for A$1100 million. Through acquisition and 
exploration, BHP is accumulating resources 


















*Fingncial ear ends May 31. 
faster than it is depleting them, despite 
record production. l l 

As a supplier of natural resources to 
major customers in Japan, China and other 
markets in the fast-growing economies of 
Asia and the Pacific, BHP is ideally placed 
to maintain its competitive performance. 

For further information, please contact 
International Investor Relations Dept., 
The Broken Hill Proprietary Company, 33 
Cavendish Square, London, U.K. WIM 9HE 


@ BHP 
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‘America just for the fun of flying its flag in Washington. 
It would like to ease its way into a closer relationship 
with the whole of the western world because it is 
looking for more trade with (and maybe aid from) the 
‘West. It needs that because its economy: is in a mess, 
and not only because of 40 years of almost continual 
war, still spluttering on in Kampuchea. The Vietnamese 
economy is run with a degree of centralised bureaucra- 
cy that even most other communists would now regard 
vas unusually incompetent. — Eo i 





Is there a Deng in Hanoi? , l 

t would be a good thing if Vietnam could rejoin the 
world. That would ease the nervousness of its south- 
-east Asian neighbours. It might give the Vietnamese 
government the confidence to withdraw from Kampu- 
-chea, even if it had to leave behind a less biddable 


Russian protection. But rejoir 
Vietnam, just a matter of popping a 1 
dors into western capitals. It means a r 
policy in Hanoi. ae sear 

To benefit from an opening to the West, Vietnan 
would have to do what China has done under Mr Deng 
Xiaoping. It would have to set out to buy the sort o 
goods that only the West can provide, and pay for then’ 
by changing its own economic policies enough tc 
provide things the West wants to buy in return. Tha’ 
probably involves the semi-privatisation of agriculture 
and letting the spirit of entrepreneurship seep into some 
industry. Can the government in Hanoi—perhaps the 























most conservative in the communist world, excep! 
Czechoslovakia’s—contemplate such an upheaval? Un- 
til it can, its winks to the West mean little. 










































Roskill’s 112 ways to do so 


It is a great pity, say some in the City of London, that a 
year which will see the bravest competitive reforms in 
Britain’s financial markets has had to start with a report 
from a committee chaired by a law lord, Lord Roskill, 
_into ways of weeding out the few rotten apples that 
-pollute them. Actually, it is a saving mercy. After next 
October's big bang, the City will be increasingly domi- 
nated by financial multinationals which will take busi- 
ness elsewhere at the push of one button if they are 
| ripped off in London. The Roskill committee’s 112 
recommendations for stamping on such rip-offs and 
frauds, in the City and elsewhere, are broadly right. 
There are omissions in them. Some of the proposals 
need fine-tuning. Others need shelving. But most need 
pushing through with speed and determination. 

There has been a lack of determination in the past. In 
1983, 323 reports of alleged company fraud were 
reported to the director of public prosecutions (DPP), 
only 47 were prosecuted and fewer still ended in 
conviction. As one accelerator, Roskill recommends an 
end to trial by jury in complicated fraud cases. This 
üld not be the first resort. Weak powers of investiga- 
tion by the police, too-tight rules of evidence and some 
hambolic courtroom procedures have probably been 
‘more to blame for low conviction rates. Before tamper- 
ing with juries, Roskill’s revisions on rules of evidence, 
procedural changes and tougher investigatory powers 
should be given a chance to work. 

-The most important of the proposed changes (see 
page 58 for details) are geared to investigative efficien- 
y. The committee rightly wants to give the fraud squad 
some of the powers of the sleuths at the Department of 
“Trade and Industry (DTI), who can look at the books of 
‘companies and ask questions. But it suggests no amend- 
ment to the Bankers’ Book Evidence Act of 1879, 








which allows the police to apply to a magistrate tc 
inspect and obtain copies of a suspect’s bank account— 
but only if criminal charges have been laid against him. 
A look at a bank’s books may often be needed to lay 
criminal charges. The new Police and Criminal Evi 
dence Act apparently gives some such powers, but they 
look too narrow for most cases. 

The committee suggests that the new job of a “case 
controller’—-who would oversee the: investigation o 
complex frauds—might go to some civil servant fron 
the DTI or to a policeman. It need not be either. Th 
Economist's own suggestion, in its article on “How tc 
hunt pink panthers” a month ago, was that it would be 
wise if bright young lawyers and accountants wer ` 
see a spell in such jobs as.a stepping stone to a lucrative 
career in the City. This might seem to be an imitation o 
publicity-seeking district attorneys in America, but thi 
precise need in Britain now is “for a team of yuppie 
(young, upwardly-mobile professionals) who woulc 
seek to make their names by tracking every Cit 
fraudster down, and putting each in jail”. 

The committee is right to ask for legislation that wil 
allow evidence taken on oath overseas to be used it 
criminal proceedings in Britain. At present, affidavit 
sworn abroad are admissible only if the defence counse 
agrees; he can insist that the witness appears in person 
This change should have been accompanied by greate 
emphasis on the recovery of booty. Fraudsters hav 
often spirited away millions of pounds, served a fey 
years in an open prison and lived the life of Riley o: 
release. It is now being proposed that convicted dru 
traffickers in Britain will have all their assets an 
property seized unless they can prove that they were nc 
bought with the proceeds of their crime. The sam 
should apply to fraudsters l 
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has been acquire ina slevenaaed buyout invelviiig $2. 48 billion 
by a privately held company organized by 
c Ibe Kravis Roberts & Co. 


d acted as financial advisor to- 
tions, Incorporated 
inthis transaction. 


- Dillon, Read & Co. Inc. 


December 5, 1985 









In the UK. property market of the 
mid-Eighties, one of the fastest- 
owing areas is the provision 




















nology uses. 

A Fuller Peiser report 
has identified the needs 
’ of these new generation 
industries, analysed high-tech deals and 
” developments, as well as assessing demand levels, 

ental growth areas, planning policy and investment 

trends. The research should assist the property industry 
vin interpreting this new market. 
The Fuller Peiser High Technology ’85 report is 
“available from Ref. HT4 at the address below. 
Price £11.50 including VAT. 
(FULLER PEISER| 
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“48 Borron Street, Lonpon WIY 7PA. Ter: 01-499 8931. TeLex: 264540. 
f Heap Orricr LONDON ECL AND at SHEPHELD AND EDINBURGH. 
. ASSOCIATED OFFICESTHROUGHOUT USA AND CANADA. 


Sales 

Profit before tax 

Profit after tax and minorities 
Earnings per share . 
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James Hardie Industries Limited 


Incorporatedin New South Wales 





The James Hardie Group = one of Australia’s largest manufacturing enterprises: Be ge RS 
C recorded higher margins and profits in all major Australian and New Zealand operations 
O declared a steady interim dividend of 11.0 cents per share on capital recently increased by a one-for-five bonus 
(Cl arranged to sell its Indonesian operations and has provided $22.5 million as an extraordinary loss 

C recently made a successful first issue under a new SUS 100 million Promissory Note facility within Australia 


For further information on the Group, please write to the Company Secretary 
: a 65 600 


-af James Hardie Industries Limite 







Hotel Waldhaus N 
CH-7514 Sils-Maria (Engadine / Switzerland) 
Phone: 01041-82- 45331 - Tx. 74 444 
Personally managed by the owners 
R. Kienberger, F. Dietrich & ily 
An extraordinary hotel with of-the-century charms 
and modern day comfort, beautifully located among 

the mountains and lakes of the Engadine Valley. 


All winter sports - Free bus service to the cableways - 
x Orchestra - Indoor swimming pool and tennis court ~ 
* Children’s nursery - In summer marvellous possibilities 
* for hiking and excursions bs 
Winter season: Dec. 14th - April 15th . 
Summer season: Early June - Oct. 19 
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Change from : 


Six months to 
30 September 1985 previous year 
SA779.0 million + 16.8% 
SA 51.4 million + 28.9% 
SA 26.5 million +20.4% 
S 17.2 cents +164% 


York Street, Sydney 2000, Australia. 
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But can anybody return poor 
old El Salvador to normality? 


When President Duarte’s daughter Ines 
was freed by Salvadoran guerrillas in 
November she appeared to be uninjured. 
Physically, she was. But during her 44 
days in captivity she seemed to have 

inged her mind about the rebels her 

her’s government is fighting. She came 
to support many of their views. Mr 
Duarte has engaged a psychiatrist to, as 
he says, “return her to normality”. 

The case of Mr Duarte’s daughter has 
aroused sympathy rather than antago- 
nism among many Salvadorans. It is now 
widely accepted that hostages may be- 
come malleable when confined for a long 
time, and the Ines experience is no more 
bizarre than that of the American heiress 
Patty Hearst, who came to side with her 
kidnappers in 1974. But Ines’s “defec- 
tion” has done Mr Duarte no good at all 
among the armed forces of El Salvador. 

The army was anyway opposed to the 
deal that Mr Duarte made with the Fara- 
bundo Marti National Liberation Front to 
secure the release of Ines, in which he 
freed 22 captured guerrillas and granted 
safe conduct out of the country to 101 
wounded ones. Her support for the ene- 

has rekindled suspicions that Mr 
wuarte himself may not be wholehearted 
in his condemnation of the guerrillas. At 
any rate, stories of a possible military 
coup, never far from the surface in the 
capital, San Salvador, are again circulat- 
ing this week. 

One of the president’s weaknesses, in 
military eyes, is that he does not seek to 
crush the guerrillas totally. He wants 
them to lay down their arms, to return to 
civilian life and to take part in elections. 
A year ago this policy seemed to be 
working. About 30 guerrillas a month 
were coming down from the hills to 
accept the government's offer of amnes- 
ty. Those still fighting no longer talked of 
total victory. 

There is less optimism now. The peace 
talks begun between the government and 
the guerrillas in October 1984 have bro- 
ken down. The fighting has become fierc- 
er. The armed forces bomb guerrilla- 
controlled zones, so the guerrillas have 
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been reorganised into small units that go 
into government territory, where they 
cannot be bombed. The result is more 
deaths on both sides to add to 50,000 
killed in the six years of civil war. 

President Duarte's limited control over 
the army was publicly demonstrated 
when a number of commanders dis- 
obeyed his order to observe a Christmas 
truce that had been sponsored by the 
Roman Catholic church. The command- 
ers said that the guerrillas used truces to 
get in new supplies. 

The president's strength is that he has 
the support of the United States govern- 
ment. The army may not have welcomed 
the unexpectedly solid victory by Mr 
Duarte’s centrist Christian Democrats in 
the general election last March, but they 
know that it was what the Americans had 
longed for. The United States is backing 
democratic El Salvador with money— 
$578m in 1985—and arms. The army has 
60 American helicopters with which to 
chase the guerrillas, three times as many 
as it had 18 months ago. Although gung- 


ho commanders in the field may disobey 


presidential orders, the armed forces as a 
whole are aware that Mr Duarte is their 
best guarantee of continued American 
supplies. For this reason alone, a coup 
may be unlikely. 

Mr Duarte’s civilian critics have no 
such inhibitions. They could not mount a 
coup, but their daily grumbles about the 
economy have given an edge to Mr 
Duarte’s temper, leading to unkind ru- 
mours that he, as well as his daughter, is 
getting psychiatric help. Unemployment 
is said to be as high as 40%, and those in 
work are demanding more money to meet 
rising prices. A devaluation of the curren- 
cy to something near its street level is 
imminent. This will raise the price of 
imports, but Mr Duarte does not intend 
that the increased cost of living will be 
matched by pay rises. This will not in- 
crease his popularity, but he reckons that 
the long-term effects of devaluation will 
benefit the economy, making exports 
more competitive. 

The Christian Democrats came to pow- 
er promising land and other social re- 
forms. The trade unions say the reforms 
have been too slow in coming. The pri- 
vate sector, which resented the nationali- 
sation of the banks, says Mr Duarte is 
going too fast. The government has a 
reputation for being corrupt, although 
the president himself is accepted as an 
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honest man. Human rights are respected 
far more than they used to be, but au- 
thenticated cases of brutal interrogation 
by the army are still common. 

Overshadowing all these complaints is 
a weariness about the unceasing, and 
seemingly unceaseable, war. In a country 
the size of Wales nobody is able to get 
away from it; nobody is immune from 
violence from one source or another. As 
Mr Duarte remarked on a visit to Wash- 
ington recently, “Not even the president 
is safe.” 


President-for-Life Jean-Claude (“Baby 
Doc”) Duvalier, of Haiti, is one of the 
few remaining strongmen in Latin Ameri- 
ca. He may now be wobbling on his 
pedestal. In the capital, Port-au-Prince, 
and other towns on January 6th and 7th 
thousands of slum-dwellers took to the 
streets shouting anti-Duvalier slogans. 
After earlier disorders, Mr Duvalier had, 
on December 31st, got rid of the four 
leading members of his cabinet, by mak- 
ing ambassadors out of the ministers of 
finance, foreign affairs, the interior and 
social welfare. 

Haiti has the lowest income per head in 
the Americas, and 80-90% of its people 
are illiterate. It is often regarded as 
hopeless. It was not always so. Presidents 
Dumarsais Estimé (1946-50) and Paul 
Magloire (1950-56) gave it economic free- 
dom and a modicum of democracy, main- 
ly for the benefit of the country’s mulatto 


i p= 


Do they really have a president-for-life? 
18 






FES ST a TS TN EE a 
= 1 s i i - 
7 + 


elite. In 1957, after several months of 
political shambles, Dr François Duvalier 
swept the board in a free election (run by 
the army). His winning slogan was sim- 
ply: “Duvalier le noir, au pouvoir”. With 
his untropical black homburg, his omi- 
nous expression and his tontons Ma- 
coutes—secret police in sinister dark 
glasses—he seemed to personify the terri- 
fying voodoo figure of Baron Samedi. 

Jean-Claude inherited the presidency- 
for-life in 1971 and has been less alarm- 
ing. His marriage to an heiress of the 
mulatto elite seemed a compromise of 
sorts. But his hand has been heavy, and 
the economy has gone from bad to worse. 
People have grown desperate. Four teen- 
agers were killed on November 28th in 
street demonstrations in the town of 
Gonaives. 

Protests flared into violence in Jéré- 
mei, Petit Bouave and Port-au-Prince 
itself. In early December Mr Hubert de 
Ronceray, a former cabinet minister now 
in opposition, was detained. Three for- 
eign priests were expelled from the coun- 
try; one, a Belgian, was a director of a 
Roman Catholic radio station, which now 
broadcasts no news. A Protestant radio 
station has accepted a similar restriction. 


We don’t want you here 

The United States Congress has stipulat- 
ed that the Reagan administration may 
continue giving aid to Haiti only if it can 
certify that human rights have improved. 
Up to $56m, including money for the 
voluntary agencies that distribute food to 
the starving, is at risk. Emigration, the 
traditional safety-valve for Haitian dis- 
contents, has been almost closed down by 
American coast guard cutters that turn 
back “boat people” heading for Florida. 
On January 4th an American coast guard 
ship intercepted two Haitian boats carry- 
ing 188 would-be immigrants to the Unit- 
ed States. The Haitians were returned to 
Haiti. Neither the Bahamas nor the Do- 
minican Republic now welcome black 
French-speaking Haitians. 

The Haitians are culturally isolated 
from their English- and Spanish-speaking 
neighbours. But, like other Latin Ameri- 
cans, they have a leaning to democracy. It 
did not help that Baby Doc’s lifetime 
mandate was endorsed in a referendum 
last July with a vote of 99.98% in favour, 
according to the government’s figures. 
The Christian Democrats (under the mer- 
curial Mr Sylvio Claude), the Social Dem- 
ocrats (led by Mr Grégoire Eugéne) and 
Mr de Ronceray are not coherently or- 
ganised. The army commander, General 
Naiphy, is in a strong position but is said 
to have no political leanings. The cabinet 
rumblings suggest that the threat comes 
now from within the regime, not from 
critics outside. 





West Africa 


What they didn't 
learn in the army 


The politics of hard-up countries are 
largely to do with foreign debts and 
credits, so relations with the International 
Monetary Fund are preoccupying some 
gold-braided African leaders. Consider 
the dilemmas of the generals charged with 
the affairs of Nigeria, which, with 100m 
people, is black Africa’s biggest nation, 
and of Sierra Leone, which, with 3.5m, is 
one of the smallest. 

Nigeria has oil, import restrictions and 
therefore a healthy export surplus. Be- 
cause of past over-ambition, improvi- 
dence and massive corruption it also has 
up to $11 billion owing to overseas firt 
for goods and services delivered but nu.- 
paid for. The biggest creditor by far is 
Britain; West Germany is second. New 
loans would help to repay this., But for- 
eign banks and governments will not lend 
new money until the IMF has said it will do 
so: an IMF loan of $2.4 billion is in the 
wind, if Nigeria puts right the policies that 
caused the debt in the first place. The 
Fund’s conditions involve better govern- 
ment accounts, fewer public servants, 
lower state subsidies and sensible ex- 
change rate policies. All would help the 
recipient as much as the loan itself. 

Nigeria’s military ruler, Major-General 
Ibrahim Babangida, took power in a 
palace revolution last August and ap- 
pointed a respected economist, Mr Kalu 
Kalu, as minister of finance. They may 
agree that Nigeria needs the IMF's loan 
and policies. But economic reform would 
be tough on the middle classes and their 
urban dependants, and would strike 
the roots of corruption, so the senior ana 
middle ranks of the armed forces would 
hate it. 

General Babangida, far from being a 
dictator, is in effect the chairman of an 
army that operates very much like the 
single parties that run most civilian-ruled 
African “democracies”, only with guns. 
He can hardly force through a policy 
against his own men, who are already 
restive. At the end of December he 
approved the arrest of two generals, five 
colonels and up to a dozen other officers, 
on suspicion of plotting a coup. (Nine of 
them have perished mysteriously in an 
aircraft said to have been transporting 
them to detention.) Among other allega- 
tions, the arrested men were said to have 
been unpatriotically planning to submit to 
the IMF. 

The budget prepared by Mr Kalu, and 
announced by General Babangida on new 
year’s eve, tells a different story. It did 
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Ti When Halley's Comet has been around the sun and is at its 
` brightest on March 13; 1986, GIOTTO will be ready to.unlock, in 
just four hours, the secrets which the world’s mošt famous celestial 
visitor has been guarding fọr centuries. ý 
To make that rendezvous, British Aerospace has spent the 
. last five years building GIOTTO with the help of companies from 
10 countries. n 

Since 1964 we've already acted as prime contractoron . 

21 European spacecraft, including the Olympus class, the most 
powerful communications satellites yet ordered. - 

These spacecraft, together with guided weapons systems, 
civil and military aircraft, form part of a {ange of aerospace 
products unmatched by any other company in the world. 

j Giving British Aerospace the skills and experience to meet 
'-the'demands of tomorrow. . : 
~ With 76 years to wait before Halley's Comet makes its next 
appearance, GIOTTO and the technical achievement it represents 
* will always be special. ; . 


x British Aerospace pile, 100 Pall Mall, London. 
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_ the most unpopular possible thing, by 
_ doubling the price of petrol, admittedly 
only to 42 US cents a litre, but this. cuts 
__. the subsidy by 80%. It also announced big 
|. price increases for farmers and promised 
>to get the-state off the back of half a 
dozen large and incompetent nationalised 
_ companies. The pay of public servants, 

- including soldiers, had already been cut 


~ by up to 20%. These.are brave acts, and . 


-g0 a long way towards the IMF's proposals 







|. Canit be that the emperor of Pennsylva- 
: nia Avenue has no clothes? The Ameri- 

| -can Strategic Defence Initiative, the spi, 
< > was proposed by President Reagan in 

- 1983 as a means of defending the entire 
© United States against nuclear-tipped 
missiles. But no reputable scientist be- 













100% effective, and with nuclear weap- 
-ons even a 5% “leakage” of, say, a 
2,000-warhead attack could let enough 
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riginally advertised? 
ao several reasons. Some people, 
“against the odds, think that-an airtight 
nationwide ‘defence might some day 
prove possible; others. believe that even 
a partial population defence is worth 
putting up. More important, however, is 
the argument of missile defence. Most of 
the advocates of an umbrella in the sky 
believe that. America’s missile silos 
should be defended and that star wars 
can.do the job. A defensive system that 
could preserve, say, half the land-based 
missiles would ensure a horrendous re- 
<- taliation, and so make a Russian first 

Strike exceedingly unlikely. © 
os But, cry the antis, theré is no need to 
put anti-missile’ weapons in space to 
achieve that. A much cheaper ground- 
based system, a modern version of what 
Was bemg planned in the early 1960s, 
| would do the job nicely. On the face of 
“cit, they appear to be correct. Which 
leaves the question of why American 
licy-makers still cling to the space- 
ased parts of the sbr. 

The answer is that a new, more sophis- 
ticated, argument is being made for. the 
programme (and, inevitably, a- new, 
more sophisticated, argument against 
it). The new pro-sp! argument is based 
on cost-effectiveness. Clearly, the cost to 

America of shooting down Russian war- 
heads must be cheaper than the cost to 
Russia of making more warheads, or the 
Russians: would simply overwhelm the 
American defence by throwing a bigger 
attack at it. But what yardstick should be 

.“used—average cost, or cost at the 
margin? 

If average cost is the measure, the cost 
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_ for domestic reform. But the Fund’s ex- 


latest 


-lieves that any defensive system can be’ 


weapons through to destroy. much of the: ~ 
_ United States. So why does the Reagan. . 
dministration stick to the spi, when it 





ternal economic measures were rejected: 
no devaluation; even more rules and 
regulations for foreign trade; and a limit 
of 30% of foreign-exchange earnings to 
be spent on debt repayment. This last is in 
fact reasonable, but sounds tough. 

A soldier at the head ot a committee of 
other soldiers has to sound tough. But a 
Nigeria with a silly exchange rate will 
remain open to the sort of corrupt ineffi- 
ciency that has plagued it for years, and 
policing the foreign exchanges will use 


of shooting down one warhead would be 
the cost of the whole system divided by 
the number of warheads (X) it could deal 
with; and the cost of killing one more 
warhead would be the cost of the entire 
system, expanded as required to make 
this extra kill, divided by X plus 1. But 
_ the marginal cost of shooting down an 
_ extra warhead would be only the cost of 
expanding the system to perform the one 
added kill. 
An anti-missile system would have 
-huge fixed costs—mainly. the surveil- 
lance and command-and-control net- 
works—which would not vary much with 
the number of incoming warheads to be 
dealt with. Thus the extra cost of de- 
stroying the one extra warhead, the 
marginal cost, would not be much more 
than’ the cost of an extra anti-missile 





weapon or two: much less than the X- 
plus-one average system. 

In a little-noticed speech last February 
Mr Paul Nitze, the president’s special 
adviser for arms control, settled the 
argument: he said the sDI must be cost- 
effective at the margin. The scientists in 
the American defence laboratories 
breathed a sigh of relief. If marginal cost 
is to be the measure, the chances of 
coping cost-effectively with the extra 
warheads the Russians could afford to 
put into service—a tripling of the present 
















too much scarce political energy and 
administrative skill. COS 
Tiny Sierra Leone’s problems are also 
man-made, the result of 17 years of idle 
incompetent and corrupt rule by t 
anti-colonial trade union leader, 
Siaka Stevens. Mr Stevens, at the ag 
80, has prudently made a coup unneces 
` sary by arranging to hand over to the 
head of the army, Major-General Joseph 
Momoh. The general has resigned fro 
the army and takes office as “‘civiliat 


number, on one estimate—are much | 
better than if average cost ‘is the test. 

According to a complex set of calcula- 
tions made at the Los Alamos National 
Laboratory, a system cost-effective. at 
the margin would give the other side-a 
powerful incentive to cut its offensive 
forces. Opponents of the spi have argued 
that a prior agreement to cut offensive 
forces is essential if any defensive system. 
is to: work. But if the Los Alamos | 
analysis is correct, the deployment of 
cost-effective defensive systems would” 
crowd out the offensive weapons natu- 
rally, even without an agreement, - 

The sceptics. also. have. their calcula- 
tors, however. One of the most cogent 
cases against the spi has been made by” 
Mr Glen Kent, a retired air force lieuten- __ 
ant-general now working at the Rand 
Corporation. Mr Kent’s calculations are 
based on measuring the number of “aime 
points” (missile silos) against “killers” 
(missile warheads accurate and powerful 
enough to knock out a missile silo). They 
suggest that an anti-missile defence will 
work only. if the number of offensive 
weapons can somehow be limited. 

In 1986, the Russians are greatly supe- 
rior to the Americans in killer warheads, | 
and there are fewer American than Rus- 
sian silos to shoot at; so the Russians _ 
have a much more favourable killer-to- 
aimpoint ratio. Mr Kent calculates that 
even if the United States could knock © 
out as many as 50% of the. incoming. 
Russian warheads, only 10% of Ameri- 
ca’s land-based missiles would survive. If 
both. sides started. deploying defensive 
weapons, he reckons, the United States 
would have to outbuild the Soviet Union 
at least two-to-one just to stay even. 
Anything’ less and the Russians would 
pull even farther ahead than they are 
now. This two-to-one disadvantage for 
America would apply until both sides 
had a nearly perfect defence. 

Even if America pushed things to that 
point, the best the spi could promise, in 
Mr Kent’s judgment, is to make Russia’s 
leaders uncertain about the effectiveness 
of a strike on America’s land-based mis- 
siles. Mr Kent therefore believes that 
anti-missile defence will never be de- 
ployed in sufficient force. “There is no 
way,” he snorts, “that Congress will 
appropriate a cool trillion dollars merely 
to cause the Russians uncertainty.” 







































This coming Spring. when the dog- 

wood trees are in bloom. 70 people will 

_ gather on the campus of the Harvard 

- Business School..A few. perhaps five or 

six, willbe Americans. The remainder 

will be drawn here from every corner of 

“the world. All will be senior managers. 

veteran world-class managers destined 
ry their companies for more crucial. 

more demanding jobs. . S 

` They will be met by six Harvard pro- 

essors, renowned scholars whose 

ou know, whose books you've 

— read, whose combined teaching experi- 

ence at Harvard exceeds 100 years. 

= And these 76 people. managers and 

professors, will form International SMP~ 

_ 1986, the Harvard Business School's once- 
-year. eight-week International Senior 

Managers Program. This program (1) 

studies the practice of general manage- 

ment in an international environ- 

ment, and (2) EE the international 

awareness of general managers, making 

_ them especially competent to handle 

: poue and opportunities occasioned 

_ by increasing world accessibility. 

It's general management with the 

world in mind. For short, worldbusiness. 


How to choose a 
worldbusiness manager. 


Worldbusiness stakes are high. The 
manager you choose to send here will 





be one of your very best. He. or she, will 
be innovative and insightful. He will 
have the courage to make important 
decisions and te determination to see 
them through. Typically he will have 
20 or more years of business experience. 
He is a top line or staff manager des- 
tined for a general management job. Or 
a general manager elected to govern a 
division, a region. a country. Send us 
this manager and you can expect a sub- 
stantial return. 


What a 
worldbusiness manager 
can do for you. 


The manager who returns to 
yoni company will have worked 
ong hours for eight busy weeks, but 
he will return to you rejuvenated. He 
will see your company with a new 
worldbusiness perspective, evaluate 
your prospects and products with a 
world’s-eye view. He will have filled 
any gaps in his general management 
curriculum. and expanded his vision 
of what general managers do. He will 
return confident, competent, an ener- 
gized leader superbly equipped to 
project the enterprise of your company 
in the world. 

There's more. He will return with a 
first-hand understanding of realworld 


problems gained from close association 


Today new business practices are penetrating international boundaries with 
_ increasing ease and speed, outdating many of the tactics of multinationalism 
_ creating the need to make international business decisions with a view to 
world oneness, Many have called this new perspective worldbusiness. 


with professional managers like him- 
self. Managers from companies with 
similar problems. like opportunities, 
comparable goals. Managers he has 
lived with. dined with. studied with. 
argued worldbusiness with for hours 
on end. Managers filling important 
posts across the face of the earth, but 
also friends, classmates. intimates who 
are but a phone call away. 
And there’s still more. During 

eight weeks a lively market springs. 
up between faculty and managers. 
Managers bring to this market the — 
realworld experiences of their own 
countries, their companies and func- 
tions; professors clarify these experi- 
ences with their wholeworld theories. 
and overviews. The program is speci 
fically organized to promote this valu- 
able trade ~in class and after class, 
with one-on-one conferences, at 
lunches and at dinners, =" 

It's alot to expect from an eight-week 
program. But we have the wherewithal 
to make it happen. 


i “It's great tobepart ofa 
oo great university.” 
We have a tranquil environment, far 


removed from the ene of business. ` 
We have unparalleled resources. Super- 


lative teaching. A concentrated curricu = 











pt pace vindicated only 
_ by the caliber of the people who come 
= here, And a rigorous schedule (break- 
“fast at 7:00 A.M.) that earmarks every 
-< hour in every six-day week. 

We are.located on the 61-acre 
Harvard Business School campus, 
a quiet, self-contained enclave on the 
outskirts of bustling Boston. Managers 
live in traditional halls of ivy, newly 
remodeled and air conditioned, in 
private rooms clustered around eight- 

person conference rooms, and with a 
ee spacious ground floor lounge. The 
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. dining room (the food is international 
and excellent) and the traditional Har- 
“vard amphitheater-styled classrooms 

are a few minutes away along tree- 
~ lined walks. The 500,000-volume 
Baker Library, the foremost business... 
< library of the world, is just steps from 
_. the dormitory, _ A DEA 
In short, assembled on this historic 
campus is every facility, every business 
resource you could ask for. As one 
International SMP participant put it. 
“It's great to be part of a great university” 





Our faculty have worked 50 years in 
Europe, Asia, The Middle East. 


< At the epicenter of the International 
SMP is its faculty, Six exceptionally 
ualified men are dedicated full time to 
the program. All have broad interna- 
tional experience. They have studied. 
taught. and researched extensively out- 
side the U.S. All are Harvard worldbusi- 
ness veterans. Professor Uyterhoeven. 
at Harvard 26 years. Professor Salter. 19 
years. Professor Piper, 16 years. Profes- 
sors Heskett. Kotter. and McFarlan add 
a total of 55 years more. All told, the 
experience of this Faculty totals 168 
years. with 116 of those years spent at 
Harvard alone, 
These men are researchers, innova- 
tors. They are creating the theories, 
_ Strategies, and management tools that 
_ will pervade international management 
for years to come. . 









But these men are teachers, too. 
They have concentrated the fruits of 
their research in the curriculum of 
the International SMP. And they're 
here to discuss their researches, 
expound their theories. reveal their 
strategies, and distribute their new 

` “management tools to help your general 
manager and your company prosper 
in a changing world. 


What every good general manager 
“should Tow. 

To manage a company you need a 
working knowledge of six fundamental 
subjects - finance. marketing and 
operations management, people manage- 
ment, control and management informa- 
tion systems. government, and general 
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e SMP case package. It’s the next 
» best thing to experience. 






What's more, these cases are also 
selected for their relevance to current 
business needs. About 10% examine 
external truths of our business heri- 
tage. Perhaps 15% explore the future. 
The remaining 75% deal with present- 
day reality, problems and opportunities 
your:company has to consider here 
and now. 


Probing the far frontiers 
of management. 


While case studies command the 
center of the International SMP pro- 
gram, lectures and forums extend and 
round it out. Presented, too, are the 
discoveries of pathfinders exploring 
the far frontiers‘of general manage- 
ment. the sophisticated new techniques. 
tools, and game plans that will be 
understood by just a few for years to 
come. 

For example, the 1985 program 
included: 

* The Forum on Technological 
Innovation and Entrepreneurshi 
which brought the CEO of a leading 
high tech one to the class- 
room to reveal the strategies that 


launched and maintaine 
pany as.a world leader. 
- + A special session on current trends 
in antitrust legislation, taught by 
one of the foremost authorities o: 
the subject at Harvard. 
* The integration of marketing and 
operations management. One... 
course addressing both functions, 
to. develop managers who percei 
the close relationship between 
these two fields. 
* New breakthroughs in the comp: 
tive analysis of industries, reveal 
on the campus where the whole 
thing started. . a 
Other programs at the Harvard 
Business School are designed to meet 
the needs of general managers. The 
Advanced Management Program . ~ 
(AMP) is.a.13-week program designed, 
as is the International SMP. for acco 
pus managers who have achieved _ 
igh-level positions. The Program for 
Management Development (PMD) 
is a 12-week program for exceptionally 
promising middle managers of proven 
ability... wey 
But SMP is international and it is”. 
uae Consider its length. intensity. 
level, comprehensiveness, environ: 
ment, resources, aptness of participant 
caliber of faculty and you'll conclude 
this has.to be the foremost international 
management program in the world. 
















































































If you have a manager qualified for. 
this program... 


.. we'll be happy to send youa pros- 
pectus describing the program in full: 
Decisions on completed applications 
will be made within two weeks of th 
receipt. The program itself begins Ma 
25 and ends July 19, 1986. The cost is: 
$19,500 which includes tuition, live- 
arrangements, all books and written. © 
cases. Applicants must be able to read 
and speak E i 
cally will have 20 or more years of soli 
business experience. To maintain the: 
program's international orientation, U.S 
participants will be limited. 


For a detailed prospectus of the 1986 
International Senior Managers Program 
Telephone (617) 495-6398, 
Telex: 6714414 XED-E 

Or Write: 

Administrative Director 
International Senior Managers Program 
Glass Hall E Harvard Business Schoo. 
Soldiers Field Road, Boston, MA 02163. 
USA ° 





International Senior Managers Program 
Harvard Business School 
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president on January 26th, his 49th birth- 
day. The country is an economic ruin, the 
now-scarce produce of its rich gold and 
diamonds fields methodically smuggled 
away, its agriculture a mess. Mr Momoh 
also needs, and has been offered, a help- 
ing hand from the IMF, involving a loan, 
administrative reforms and a devaluation 
of the currency, the leone (which now 
fetches on the market less than a fifth of 
its official price). 

Mr Momoh has decreed some sensible 
things. Farm prices will go up. Diamonds 
will be bought through authorised conces- 
sionaires, on behalf of a state board, for 
something near their dollar price, rather 
than their price in near-worthless local 
money. There has been a small blitz on 
corruption, and a few “foreign specula- 
tors” have been deported. Money has 
begun once more to flow into the official 
banking system, rather than circulating 
among the country’s lively Lebanese 
entrepreneurs. 

But the call to devalue is still being 
defied. Gold and diamonds are easily 
smuggled, and Sierra Leone has land 
frontiers with even-more-corrupt Guinea 
and Liberia. 


Let’s stay corrupt 

There seem to be two reasons why Mr 
Momoh declines to accept the reality of 
his money’s worth. First, bowing to for- 
eigners seems humiliating. Second, fairer 
exchange rates mean freer trade, which 
traders and officials alike detest. Giving 
money a false value is the root of corrup- 
tion and the mainstay of the corrupt 
ruling elite. 

But without a good clean-up Sierra 
Leone will not get the new investment in 
gold and diamond extraction and market- 
ing that it needs. There is no reason why it 
should not be a rich little place. The 
prospectors have found the minerals, the 
investment plans are made. But no for- 
eign company will walk into a country 
whose economy is basically flawed. The 
thing that would bring in investment 
would be the certificate of unflawedness 
that comes when the IMF's conditions are 
met and its loans granted. 

West Africa’s two newest heads of state 
thus face practically the same opportunity 
and are turning it down. But even in 
Africa things do change. Far to the south. 
a doughty and uncorrupt African nation- 
alist, President Kaunda of Zambia, after 
several years of Nigerian-style refusal to 
devalue, accepted last October an IMF 
package, including a 56% devaluation. 
Zambia's copper-based economy should 
soon feel better. That is the sort of news 
that will get around. The International 
Monetary Fund should not stop trying to 
help, even if it takes some insults as it 
does so. 
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Backward, Christian zera 
Lebanon 
Losers break up 


FROM OUR LEVANT CORRESPONDENT 





Lebanon’s latest peace pact will hurt the 
Maronite Christians. A lot of Maronites 
are therefore putting up fierce resistance 
to the Damascus agreement, which will 
strip them of some of their long-held 
privileges. 

The Maronites probably never made 
up much more than a third of the Leba- 
nese population and are now down to 
around a quarter; but when the French 
left Lebanon in the 1940s they gave most 
of the top jobs to their fellow-Christians. 
Since then, the president, the army com- 
mander, the head of army intelligence 
and of internal security, the chief justice, 
the president of the Court of Appeals, the 
prosecutor-general and the head of the 
central bank have all come from the 
Maronite community. This arrangement 
has given the Maronites a formidable 
degree of control over political, military. 
legal and economic power. 

To the Maronites, these positions are 
not only jobs for the boys, but also their 
defence against the Muslim majority. De- 
spite their dominant position, the Maro- 
nites have always seen themselves as 
beleaguered, partly because they are the 
only Christian group in the Arab world 
with much political power. They feel that, 
if they lose their footing in Lebanon, they 
have nowhere else to go—and are there- 
fore susceptible to Israel's argument that 
they are the other lonely island in a 





SS ea Ss, Ve ee YNF 


menacing Islamic world. These fears have 
heightened the Maronites’ alarm at the 
new pact. 

The Damascus agreement was signed 
on December 28th by the leaders of 
Lebanon’s three main militia armies: that 
is, by a Shia Muslim, a Druze and a 
Maronite. The Maronite, however, un- 
like the other two leaders, was not also 
the political leader of his community; he 
was Mr Elie Hobeika, head of the Maro- 
nite militia known as the Lebanese 
Forces. It was a close-run thing: the 
Lebanese Forces nearly rejected the plan 
outright. Their controlling council was 
evenly divided, and only Mr Hobeika’s 
casting vote saved the day for him, and 
the agreement. 

All the other Maronite leaders and 
groups oppose the pact: the traditional 
politicians led by the powerful former 
president, Mr Camille Chamoun, the hi- 
erarchy of the Maronite church, the Pha- 
lange Party of President Amin Gemayel 
and the president himself and the Maro- 
nite officers in the Lebanese army, who 
hold most of its senior positions. Even 
Syria’s best Maronite friend, ex-President 
Suleiman Franjieh, is guarded in his ac- 
ceptance of the plan. 

These leaders are prepared to accept 
the one page of the agreement that deals 
with security matters. But they do not like 
the other 23, which concern political 
reform. These reforms would divide the 
important jobs evenly between Christians 
and Muslims and give the two religious 
groups equal numbers of seats in the 
parliament. President Gemayel would, 
however, be allowed to stay on until 1988. 

It was not surprising that on new year’s 
eve there were two assassination attempts 
in Christian East Beirut. One attack was 
against President Gemayel; the other war 
directed . * the intelligence chief of the 
Lebanese Forces, who had negotiated the 
agreement in Damascus. 


Israel and Egypt 
Taba or not Taba 


FROM OUR ISRAEL CORRESPONDENT 


Israel, its nerves jangled by Syria in the 
north, is trying to calm itself by improving 
relations with Egypt in the south. It may 
now be in a position to sign a deal with 
Egypt over the little Red Sea border post 
of Taba, whose ownership has been a sore 
point between the two countries since 
Israel withdrew from the Egyptian part of 
the Sinai desert three and a half years 
ago. If this old quarrel is settled, the cold 
peace that has been harming Israeli- 
Egyptian relations may at last warm up. 
That, in turn, will be a setback for Syria 
and Libya, the leaders of the Arab “rejec- 
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tionist” camp, which want no compro- 
mise with Israel. 

The new deal is a package. Most impor- 
tant, Israel has agreed to put the Taba 
issue to international arbitration. Almost 
as important, Egypt has agreed that, 
before the international judges begin 
their task, it will again respect the various 
bits of the Camp David agreement that it 
pointedly ignored once the Taba dispute 
started to bubble and the Israeli army 
went into Lebanon in 1982. 

This means that Egypt is now likely to 
send an ambassador back to Tel Aviv, 
facilitate Egyptian trade with Israel, al- 
low Egyptians to go to Israel as tourists 
and curb anti-Israeli propaganda in 
Egypt's semi-official media. Another 
sweetener: if the judges’ verdict were to 
go against Israel, Israeli companies— 
hotels, for instance—would still be al- 

owed to function in Egyptian Taba. Is- 
-aelis would also be free to go there. 

There is still room for last-minute 
hitches. Mr Shimon Peres, the Israeli 
prime minister and leader of the Labour 
Party, has long been eager to come to 
terms over Taba, but his foreign minister, 
Mr Yitzhak Shamir, who is also head of 
the rival Likud block within Israel’s coali- 
tion government, has been against inter- 
national arbitration. But he now appears 
to have changed his mind. 

There are other snags. Egypt’s Presi- 
dent Hosni Mubarak says that Israel must 
also improve life for Palestinians under 
Israeli rule on Jordan’s West Bank and in 
the Gaza Strip, and should go to an 
“international conference” attended by 
the “legitimate representatives of the Pal- 
estinian people”. If that means the Pales- 
tine Liberation Organisation, Mr Peres, 
as well as the less flexible Mr Shamir, 
would almost certainly say no. But opti- 

ists in the Labour Party think that 
somehow Mr Mubarak’s extra demands 
can politely be put on one side without 
harming the rest of the deal. 

Both countries’ leaders reckon that the 
Egyptian-Israeli peace needs fortifying 
while trouble continues to brew between 
Israel and Syria. The Israelis say that the 
latest bout of international terror can be 
traced to Syria as well as to Libya. They 
are increasingly irritated by the guerrilla 
attacks against Israeli soldiers which Syria 
helps to foment along the southern bor- 
der of Lebanon. Syria has been persuad- 
ed, by some tough Israeli hints at the end 
of last year, to remove some of its missiles 
from Lebanon's Bekaa valley. But Israel 
says that some of these missiles have been 
shifted only just over the border into 
Syria, whence they still threaten Israeli 
aircraft flying close to the border. 

Israel has been particularly discomfited 
by Syria’s rapprochement with King Hus- 
sein of Jordan. Mr Peres was counting on 
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persuading the king to start direct land- 
for-peace talks without involving any- 
body else. That now looks less likely to 
happen. Worse for Mr Peres, there have 
been signs that Colonel Qaddafi, the 
Libyan leader, has begun to make friend- 
ly noises to Egypt, perhaps in the hope of 
drawing Egypt away from its peace with 
Israel. That is another reason why Mr 
Peres was so eager to settle the Taba 
quarrel quickly—and why the usually un- 
yielding Mr Shamir may have been per- 
suaded to go along with him. 


Roman Catholics 
Non nobis 


The Vatican may have the world’s oldest 
bureaucracy, but it can still make blun- 
ders. One is over the appointment to 
London of a new papal pro-nuncio, or 
ambassador. The post has been vacant 
since August, when the respected Arch- 
bishop Bruno Heim retired to his native 
Switzerland. As the new man’s name is 
normally known before his predecessor 
leaves, speculation grew as months 
passed without an announcement. Then 
just before Christmas the Italian maga- 
zine L'Espresso said that Archbishop 
Paul Marcinkus would be posted to 
London. 

Monsignor Marcinkus is a burly Ameri- 
can prelate of Lithuanian origin who used 
to organise papal tours (and once saved 
Pope Paul VI from being assassinated). 
For three years he has had to live in the 
Vatican because he has refused to testify 
to the Italian authorities about his con- 
nection, as head of the Vatican’s bank, 
with the collapse of Italy's Banco Ambro- 
siano in 1982. 





Marcinkus isn't for London 





The Italian magazine suggested that 
the Pope wanted to help him out of his 
difficulties but could not promote him 
within the Vatican’s bureaucracy without 
making him a cardinal, which the Pope 
was not prepared to do; and that the 
American bishops had told the Pope they 
did not want him moved back to a diocese 
in the United States, Hence the search for 
a diplomatic post that would enable him 
to leave Rome with dignity and immunity 
from prosecution. 

This story outraged British Catholic 
opinion. A spokesman for Cardinal Basil 
Hume, the Archbishop of Westminster, 
called the appointment of Monsignor 
Marcinkus to London “scarcely conceiv- 
able". The new envoy’s name is to be 
announced soon, and it will not be Monsi- 
gnor Marcinkus. The Vatican claims that 
nobody ever thought of sending him to 
London. 

Why such a fuss over a diplomatic 
appointment? A pro-nuncio is not only a 
diplomat accredited to a government. He 
is also the Pope’s link with the local 
church, his eyes and ears there. He com- 
piles, after local consultations, lists of 
likely candidates for bishoprics and sends 
them to the Vatican with his own recom- 
mendations. His most delicate task is 
liaison with the local bishops’ conference, 
for conferences like to communicate di- 
rectly with the Vatican, and no pro- 
nuncio wants to be just a glorified 
postman. 

The recent controversy about the con- 
ferences’ role has made this problem even 
more delicate. The synod of bishops in 
Rome, held to consider the aftermath of 
the 1962-65 Second Vatican Council, 
called the conferences “useful” and even 
“necessary”; but many liberal Catholics 
suspect the Vatican of trying to down- 
grade the conferences as part of its policy 
of reimposing central control—in which 
the papal envoys would play a key role. 

The Vatican never consults the local 
bishops about the appointment of a pro- 
nuncio. If, after the Marcinkus row, the 
Vatican sends to London an amiable 
prelate who will not get into the local 
bishops’ hair too much, this might em- 
bolden Catholic hierarchies in other 
countries to fight harder for the appoint- 
ment of congenial pro-nuncios. 


Australia 
Taxing decision 


FROM OUR CANBERRA CORRESPONDENT 


For six months, off and on, Australians 
have been arguing about the idea of 
introducing what is called an “Australia 
card” in some official statements and a 
“national identification system™ in oth- 
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meeting held in Canberra i in July, and the 
card was one of the few proposals then 
made that survived unscathed. In Sep- 
mber Mr Keating announced plans for 
the issuing of the cards over two years 
arting in March 1987. Legislation to 
reate the system is to be introduced this 
year. 
_ Hitherto, Australians have held to the 
id British tradition of distrust of the 
‘system of registration and dependence:on 
identity cards that has long been used in 
ome. continental European countries and 
(apart from the communist states) has 
eached its most advanced level in Swe- 
len. Except during the 1939-45 war, 
ustralia has: never had a national identi- 
fication system. 
-> Most citizens have Medicare cards that 
enable them to get medical and hospital 
benefits; the taxation office has individual 
numbers. which have to be cited on 
annual tax. returns; and, of course, an 
Australian: will haye a passport if he 
ls abroad, However, he has nothing 
aparable to an American’s social secu- 
ty number or a Briton’s national insur- 
ance number. So, if he takes on a second 
ob, he may use a false name to try to get 
away with paying a lower rate of income 
;or he may try to get social benefi ts on 
milarly fraudulent terms. 
The “Australia card” is designed to 
curb that kind of thing, although nobody 
lieves it can be stopped altogether. The 
g nment says that information on the 
‘d and its supporting register will be 
nfined to the specific purposes and 
authorities described in the legislation. 


Will be impossible, since modern comput- 
echniques would give the police and 


Other people access:to the recorded infor- 
mation and the use made of it in various 
contexts, so that one sort of offence or 


other to the detriment of the citizen. They 
also say that it will be impossible to 
- prevent forgery and fraud. The debate 
will get warmer later this year. 
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ponents of the system argue that this. 


misadventure could. be collated with an- 


| Flannelled fools? 


Want to lessen support for anti-apart- 
heid in Britain and probably in Bangla- 
desh, too? Easy: be the Bangladeshi 
government, wait until England’s B team 
of cricketers is almost on the aeroplane 
for its long-planned tour of your country, 
Sri Lanka. and Zimbabwe, and then warn 
the English that you will ban some of 
their players because they have not 
signed declarations denouncing apart- 
heid. Then watch Britain’s anti-racists 
crowing all over the television—and 
South Africa’s racists crowing all over 
‘theirs—in the hope that England's crick- 
eters will end up with a choice between 
playing all-white international opposi- 
tion or none. 

That is what the Bangladeshis 
achieved last week. Their objection. was 
to. several players who had coached in 
South Africa and had not repented in 
writing—and whose names had been 
announced three months earlier. The 
English cricket authorities refused to 
lean on them to sign. Both sides had a 
point. Black people are being shot dead 
daily in South Africa. And all Common- 
wealth governments accept the Glenea- 
gles agreement of 1978 to discourage 
sporting links with that country. But they 
also, normally, accept that each is free to 
interpret just what that means, and. in 
particular, that governments will not try 
to select their own or other countries’ 
teams. 

The team ultimately took off for Sri 


Macau 


He changed things 


FROM OUR HONGKONG CORRESPONDENT 


When Rear-Admiral Vasco de Almeida e 
Costa became governor of the Portuguese 
colony of Macau in 1981 he didn’t much 
care for the place. The governor's palace 
was picturesque enough, but it had nei- 
ther a television set nor a shower. He 
remedied those omissions, then sought 
ways of modernising the colony itself. In 
doing so he upset the powerful but lethar- 
gic Macau elite. 

They said that he was spending too 
much. Worse, he was ignoring China's 
tacit guidance for the territory, where 
most of the population is Chinese. Non- 
sense, said the governor. In 1984: he 
introduced direct election. to the legisla- 
ture for the first time in the colony's 400- 
year history. China, instead of being 
affronted, got its leading representative 
in Macau, Mr Ma Man-kei, a successful 
businessman, to take part in the election. 

With the help of a team of Portuguese 
technocrats, the governor has improved 
the power supply for the colony and its 





3 : bwe 
leg of the tour has been called off. But 
‘the real fear is what may happen to the 
first team’s tour of the West Indies next 
month.. England's cricketing authorities 
have not tried to flout the Gléneagles 
agreement, as the rugby football ones 
have. They send no teams to South 
Africa, and banned for three years some 
leading cricketers who went with a rebel 
team, But the West Indians put a life ban 
on some of their (black) cricketers who 
went there. Will their governments stick 
to the assurances given by all but one-of 
them that England’s team-—which will 
include one ex-rebel—is acceptable? 

Probably. The odd men out are the 
Guyanese, who, on the last English tour, 
refused to admit one member of the side. 
The English cancelled a match there, but 
had: no difficulty rearranging itso that 
there were two in Trinidad (not so much 
because it is near Guyana as because it 
brings the most gate money). 

That is.due to happen again on the 
new tour. Trinidadian objections are 
coming from trade unions, not the gov- 
ernment; and not many West Indians can 
be relied on to object violently to seeing 
their.(black) teams drive England’s (all: 
white) one yet again into the ground. 

Would South Africa’s blacks benefit if 
they did? The international boycott of 
South Africa has modestly altered some 
attitudes there. It is not clear why boy- 
cott at one remove would do so; what it 
has done, in the Bangladeshi affair; is 
irritate ‘those in Britain who care more 
about cricket than about race. 















































































communications systems, A new jail and 
hospital and pay rises for the civil service. 
are planned. He tried, but failed, to get a 
deep-water port and an airport like neigh- 
bouring Hongkong’s. 

All the same, when the governor leaves : 
this month, Macau will be a somewha 
different place as a result of his energy. 
The admiral is.on the campaign commit- 
tee of the Portuguese: presidential candi- 
date; Mr Salgado Zenha. If Mr Zenha is 
successful on January 26th, the admiral 
may be in line for something zippier than 
the backwaters of Macau. j 

China’s spokesman in Hongkong; Mr 
Xu Jiatun, would like the admiral to 
return as governor for another term. 
China seemingly fears.that his departure 
may set off local power struggles just 
when China and: Portugal are ready to 
talk about the future of Macau, which is 
to return to China at the same time as 
Hongkong. in 1997. The Chinese need 
not be nervous. Macau, unlike Hong- 
kong. has no pressure groups to question 
China’s intentions. Nor, despite the ad- 
miral’s hopes, does it have an exciting 
commercial future. A meeting on “the 
future” held in Macau recently drew an 
audience of only 40. 
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The fire next time 


President Ronald Reagan’s rash promise 
of swift and effective retribution against 
terrorism rises relentlessly to dog him. 
Ten days of unhappily muddled Ameri- 
can signals followed the terrorist attacks 
on Rome and Vienna airports, in which 
five Americans were among the 19 people 
killed. The eventual decision—to snip all 
remaining links between the United 
States and Libya and to freeze Libya’s 

isets in America—has two principal mo- 
uves: it provides an example for Ameri- 
ca’s western allies to follow; and, just 
possibly, it clears the decks for military 
action later on. 

Responsibility for the terrorism was 
swiftly assigned to Libya’s Colonel 
Muammar Qaddafi. The evidence, said to 
be irrefutable, is largely circumstantial. 
The administration would like to catch 
the colonel with that smoking gun in his 
hand; the next best evidence, say offi- 
cials, is the safety, money, training and 
passports that the Libyans have given the 
Abu Nidal group of terrorists, whose men 
probably carried out the suicide attacks in 
Rome and Vienna. The Libyan govern- 
ment’s denial is disbelieved; Colonel 
Qaddafi himself is dismissed by Mr Rea- 
gan as “not only a barbarian but flaky”. 

The measures that the president an- 
nounced on January 7th are likely to hurt 
a number of American firms and citizens 
rather more than they affect Libya's econ- 
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WASHINGTON, DC 


omy. Under the same emergency laws 
that allowed Mr Reagan to impose sanc- 
tions against Nicaragua, the president 
ordered that virtually all transactions with 
Libya should come to an end by February 
Ist. And to forestall Libyan retaliation, 
he ordered, on January 8th, a freeze on 
all Libya’s assets in the United States. 
These are thought to be worth several 
hundred million dollars. American oil 
companies have assets in Libya of some 
$400m. 

There is not much trade to be stopped 
since imports of Libyan crude oil have 
been banned since 1982 and imports of 
refined oil since last November. But 
American corn and machinery are sold to 
Libya and exports in 1985, though still 
small, were up from the year before. Now 
Libya is to receive nothing except for vital 
food and medicine, and even the most 
inoffensive American transaction in Lib- 
ya—say, buying a tin of beans—will be 
considered a felony. American journal- 
ists, almost alone, remain immune. 

The executive order will have an imme- 
diate, and in some instances dramatic, 
effect on the American companies that do 
business in Libya. The large grey area in 
otherwise black-and-white regulations is 
that the prohibitions do not extend to 
non-American subsidiary companies. The 
secretary of state, Mr George Shultz, is 
believed to have been influential in dissu- 





sading the president from recreating the 
confusion and ill-will that an extension of 
boycotts to European subsidiaries of 
American companies causes to Ameri- 
can-European relations. Unto every one 
that hath shall be given: the larger compa- 
nies that can continue their operations 
through subsidiaries will plainly be a lot 
better off than the smaller ones obliged to 
sell out in a hurry, presumably at a bad 
loss. 

Half a dozen oil companies still have 
fairly large investments in the country. 
Occidental Petroleum operates several 
oilfields in a joint venture with the Libyan 
government. Three other companies— 
Marathon (a subsidiary of United States 
Steel), Conoco (a subsidiary of Du Pont) 
and Amerada Hess—own a 40% share of 
the Oasis company, which produces 
about half Libya’s total crude oil produc- 
tion. The Libyan government is the ma- 
jority shareholder. In addition, two or 
three American engineering and con- 
struction firms—Brown & Root and the 
Price Brothers from Dayton, Ohio—are 
involved in a huge irrigation project, 
bringing water from a reservoir under the 
desert to Libya’s coastal cities. 

Mr Reagan gave warning that “ Ameri- 
cans will not understand other nations’ 
moving into Libya to take commercial 
advantage of our departure’. But that 
could well happen. America’s action, by 
itself, is unlikely to cause the Libyan 
economy great or prolonged distress. 
Above all, it will not be enough to change 
Colonel Qaddafi’s mind about supporting 
certain Palestinian terrorists or, a less 
unlikely American aim, to encourage oth- 
er Libyans to dislodge him. 

Yet the state of the oil market, and 
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Libya’s dependence on it, do make the 
Libyan regime unusually vulnerable to 
sanctions, should the main importers de- 
cide to impose them and should Libya be 
unable to evade them. The Americans 
were in a weak position in arguing that 
West Europeans, in particular Italy, West 
Germany and Spain, should stop buying 
Libyan oil when American companies 
were busy helping the Libyans to pump it 
out of the ground. Now Americans, their 
hands commercially clean, are approach- 
ing their allies with a strong request for 
co-operation and emulation. There is lit- 
tle sign, as yet, that those Europeans who 
can do most are disposed to do anything. 

One of several reasons for European 
disinclination is the fear that a serious 
boycott might endanger the safety of their 
own nationals working in Libya. This was 
a forceful consideration in the United 
States. In deciding, at least for the time 
being, on economic rather than military 


action against Libya, the administration 
pondered on the 1,000-1,600 American 
citizens who still live in the country. They 
live there without American permission: 
the rule is that an American should have 
his passport made valid for Libya and 
only a tiny handful of validations have 
been asked for and even fewer granted. 
The Libyans let them in, kindly omitting 
to stamp their passports. 

Since these residents live in the legal 
shadows, the American authorities do not 
know who they are or what they do. A lot 
of them are believed to be the wives and 
families of Libyans or of non-American 
foreigners working in Libya. Others have 
jobs, mainly with non-American compa- 
nies. Some are oil-men, though the 
American oil companies have prudently 
avoided employing American citizens. A 
third group consists of the dependants of 
these American workers. 

Illegal before, Americans who now 


_ Middle East in Middle West 


“An Arab is an Arab is a terrorist” is an 
assumption shared by many Americans. 
It is swirling round the streets of Dear- 
born, a town in Michigan where a fifth of 
the population is Arab-speaking and 
where the muezzin booms out the call to 
prayer five times a day. Most of the 
residents are old-timers, many of them 
American citizens. The town is enriched 
by its Arab coffee houses, shops and 
restaurants. But the mayor, Mr Michael 
Guido, helped to ensure his recent elec- 
tion by promising to deal with the Arab 
“problem”. 

The Detroit metropolitan area is 
North America’s Arab-speaking capital. 
It is reckoned that 200,000 Arabs live 
there (18,000 of them in Dearborn) and 
three out of every five new immigrants 
are from the Middle East. This is not a 
recent phenomenon. Christians from 
Lebanon began arriving in the 1890s; 
they were followed by immigrants from 
Iraq around 1910 and from Palestine in 
the 1920s. Yemenis came later, in the 
late 1960s and early 1970s. The Israeli- 
Arab wars, Israel's occupation of Pales- 
tinian land and Lebanon's civil war keep 
the flow of immigrants and refugees as 
heavy as the United States will accept. 
Some 10,000 Arabs arrive each year, the 
biggest group being Lebanese Muslims. 

They come to join family and friends 
and to work in Michigan’s car factories. 
Dearborn is the home town of Henry 
Ford and the international headquarters 
of the Ford Motor Company; it has 
achieved latter-day fame as the town 
where Lebanon’s Shia leader, Mr Nabih 
Berri, used to live and as the current 
home of his ex-wife and children—along 
with about 10,000 other Shias. 


DEARBORN, MICHIGAN 


Non-Arab residents claim, predict- 
ably, that the Arabs are snatching fac- 
tory jobs away from them, But anti-Arab 
feeling goes beyond the competition for 
jobs. “They think all Arabs are terror- 
ists, grasping, greedy, quick to violence 
and uncivilised,” says Mr Ismael Ah- 
med, an Arab-American who runs a 
community centre in Dearborn. Hostil- 
ity may deepen when a television film 
called “Under Siege”, written by Mr 
Bob Woodward, is shown; the film, 
about an international group of terror- 
ists, contains scenes that are supposed to 
take place in the heart of Dearborn’s 





decide to stay on in Libya will be more 
blatantly defying the law. Their president 
has ordered them home, and told them 
that if they do not come now they will be 
prosecuted on their eventual return. The 
unstated message seems to he that the 
United States in future may not trim its 
actions for the sake of the safety of such 
recalcitrant citizens. 

But the fear of providing Libya with 
ready-made hostages was only one of the 
calculations that weighed against some 
kind of military strike. The president, 
unlike some of his senior aides, argues 
that anti-terrorist action should pinpoint 
the guilty and avoid killing the guiltless: 
though mocked for his failure to retaliate 
swiftly and regardless, he has managed so 
far to stick to this view. And although the 
administration seems to have made up its 
mind on Colonel Qaddafi’s guilt, even an 
attack that kills only Libyans could be les 
than precise. 


Arab community. A right-wing founda- 
tion in Washington, DC, has claimed that 
Shia terrorists were stealing guns and 
building bunkers in Detroit; the FBI said 
that it had heard of no such thing. 
Arab-Americans in Michigan are 
afraid that American frustration over 
Middle Eastern terrorism could erupt 
into local violence. They are in “‘a zone 
of danger’, according to Mr William 
Webster, the FBI's director. In November 
the west-coast director of the American- 
Arab Anti-Discrimination Committee 
was killed when a bomb exploded at his 
Californian office; bombs have also gone 
off at the committee’s Boston and Wash- 
ington offices. Arab-Americans are 
planning an anti-racist rally, to be held in 
Dearborn, probably next month. 


-enya 


THE ECONOMIST JANUARY 11 1986 


a A 
nls Si Lr a A A ll coal 


Prep 

_ Fleet was. in position in the Mediterra- 
nean; a battleship and an.aircraft carrier 
“in. Norfolk, Virginia, were on alert; so 
were air-force bombers stationed in Brit- 
_ ain. When the president went off for his 

new. year holiday in California, the joint 
_ chiefs, under their new chairman, Admi- 
ral William Crowe, studied the choices: a 
strike against. oil: installations, anti-air- 
craft batteries or, the. favoured target, 
_ Palestinian training camps. 

0 The military men are believed to have 
recommended against military action. 
ny strike, they decided, would have to 

be part of a large military operation; even 
_ $0, a bomber could be shot down and a 
aken hostage. The threat of Ameri- 
can military intervention, let alone the 
rlier fantasy of joint. American-Israeli 
“action, had persuaded Arab countries 
ually. hostile to Libya to unite. in ‘its 
. fence, at least in public. Covert action 
_. against the Libyan regime is under way 
_ (and, as usual, being chatted about); 
_ overt action still needs planning. . 
‘There can be little doubt that the plans 
„| are under. consideration. Mr Reagan has 
commi imself to a second promise 

ye taken seriously. If the 

d t end Qaddafi’s 

rism, presi has promised 

that “further steps will be taken” Since 

there are not many more unwarlike steps 

to. take, the next stage, if there is. one, 
~ looks like being a military one. 
































Gary Hart 
Here's the beet 
The young im ariei, i 984 iias become 


„elder favourite for 1988. Senator Gary 

tt, who surprised everybody including 

nself by smash-and-grabbing 16 out of 
~ 29 Democratic primaries last time round, 
: Mnexpectedly found himself at the head of 
tt -presidential. pack last..month 
fellow senator, Mr Ted Kenne- 
from the:contest a few days 
nas. Mr Hart's own declara- 
tion, on January 4th, that he will not seek 
re-election. in Colorado in November, 
confirmed that he is already running ina 
bigger race. e 
» Mr Hart will not make it official, how- 
ever, before the end of the year; mainly 
because as soon as he does the countdown 
` begins on his political spending. Money is 
"a sensitive matter to a man who still has 
. $3.4m to pay back from his last campaign. 
He has compounded his own difficulties 
by declining to play Pacman: he will not 
accept contributions from: the. political 
action committees which provided a quar- 
- ter of congressional campaign finance in 
“19 ut he is not above asking his non- 
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ions had been made. The Sixth r 

















bank creditors to accept settlements of 


about 50 cents on the dollar. 

The two-term Colorado senator, once 
Gary. Who?, is now better known, at least 
by name, than. anyother Democratic 
contender. But he is. not much better 
understood. than he°was before his sur- 
prising victory in the: New Hampshire 
primary two years ago. This is partly 
because he is neither a clubman nora 
flesh-presser: he. has few close friends. in 
the Senate and tends to appear alone and 
aloof, even in a crowd, Whereas other 
new-look Democrats are ‘working togeth- 
er in a Democratic Leadership Council to 
devise a new centrist strategy for the 
party, Mr Hart has set up his own Centre 
for a New Democracy, under his sister-in- 
law, a former member. of Congress: This 
think-tank is the ‘unannounced: candi- 
date’s alternative toa political action 
committee; since it can raise unlimited 
tax-exempt’funds and. generate publicity 
as well as policy ideas for the forthcoming 
campaign. 

The centre is holding a` series of think- 
ins on American economic issues and last 
month went international, bringing politi- 
cians from around the Pacific to a luxury 
resort in California to discuss antidotes to 
protectionism... Mr Hart is an avowed 
opponent of protectionism, unlike some 
of his Democratic rivals. One of his 
answers.is a scheme, modelled on. the G1 
Bill, to finance retraining of displaced 


. workers. Another is abili to allow unem- 


ployment benefits to. be used as start-up 


















capital for small businesses. Mr -Ha 
excludes imported oil from his free-trade 
strictures: he advocates a hefty surcharge. 

For his next solo act, the senator is to 
offer up a master economic plan in the 
form of his own Democratic budget. Then 
come a set of speeches on foreign policy, 
a book on military reform (a notion he 
claims to have patented five years ago 
and a ‘second novel (the first, a thriller, 
written with Mr William Cohen, a Repub 
lican senator from Maine, is selling well). 
Enough beef here to. choke the old Chic 
go stockyards—and Mr Walter Mondale 

Yet old problems linger: the “charac 
ter” question (unexplained change of 
name, change of age); and new. ones 
arise: the loneliness of the long-distanc 
front runner. The Kennedy withdrawal 
a mixed blessing for all other presiden 
aspirants, but especially for Gary H 
(Rent-a-quote Republicans have be 
mourning the loss of Ted ““Chappaqu 
dick” Kennedy as the most defeatable. 
Democrat.) Now that Mr Hart is the mar 
to beat, the 49-year-old senator will have 
half a dozen younger puppies and yuppies. 
yapping at his heels. These presumptive 
candidates include an east-coast senator 
or two (43-year-old Joseph Biden of Del 
aware and perhaps 42-year-old Bill Brad- 
ley of New Jersey); a mid-western 
congressman (44-year-old. Richard: 
Gephardt), as well as two ex-governors. 
(46-year-old Charles Robb of Virginia 
and 47-year-old Bruce Babbitt of Arizo- 
na). The 44-year-old Rev Jesse Jackson i 
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also expected to have another go. 

On present form, Mr Hart’s most for- 
midable rival for the nomination would 
be the 53-year-old governor of New 
York, Mr Mario Cuomo, who is the 
logical heir to Mr Kennedy’s leftish sup- 
porters. Unlike the Colorado senator, 
who might well have been unseated had 
he stood in his home state next Novem- 
ber, Mr Cuomo is virtually certain of re- 
election; he has raised a $9m campaign 
fund just in case. A big gubernatorial 
victory in the second biggest state would 
make him an even hotter presidential 
prospect. But Mr Cuomo is still ruling out 
successive races: “It’s not realistic to say 
that you can run for governor and 
president.” 

Hard realism seems to have been what 
led Mr Kennedy to rule himself out of his 
fourth and probably last attempt to follow 
his brother to the White House. Although 
the polls showed him to be the only 
Democrat who could beat Mr George 
Bush, he got discouraging reports from 
Democratic state chairmen about the pol- 
iticians’ nominating preferences. But 
what may have clinched his decision was a 
projection that the economy will stay 
strong through 1988. This could narrow 
the chances for any Democrat, even a 
born-again centrist. 


Refugees 
John Brown is back 


WASHINGTON, DC 





Sanctuary is a part religious, part political 
movement that operates what it calls “the 
new underground railroad” to bring refu- 
gees from Central America to the United 
States without heed to government poli- 
cies or formalities. Unlike the late John 
Brown, however, Sanctuary is non-vio- 
lent: it is a civil disobedience movement 
impelled both by human feeling for the 
Hispanic fugitives and disapproval of the 
Central American policies of the Reagan 
administration. 

Goaded by the open defiance of au- 
thority, and hoping that a successful test 
trial would arrest the spread of the Sanc- 
tuary movement, the Immigration and 
Naturalisation Service (INS) brought 71 
counts of criminal indictment last January 
against 16 people, clergy and others, 
whom it alleged to be organisers of the 
section of the “railroad” from Mexico to 
Arizona. Their trial by a federal court in 
Tucson started in October, and seems still 
to be many weeks away from ending; 11 
of the original 16 defendants remain on 
trial. Whatever the outcome, the case 
appears certain of a long progress through 
the appeals courts, and may reach the 
Supreme Court in the end. 
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Obeying God's laws, or man’s? 


Evidently the prosecution is encounter- 
ing more difficulties than it had expected. 
That a network exists to frustrate the 
efforts of the federal government to keep 
out refugees from Central America is not 
in dispute, but the government has to 
prove both that such a thing is illegal, and 
that the defendants individually and to- 
gether were conspiring to do it. Proving a 
conspiracy is usually a laborious affair. 
Further, while nobody denies that refu- 
gees are being systematically smuggled 
in, protected and generally looked after, 
pinning the particular acts on particular 
Sanctuary workers can also be quite hard. 

The government is having to rely on 
paid informers, of whom it infiltrated at 
least two into the Arizona group. The 
informers gathered lots of information, 
but much of it is hearsay, largely the 
reported statements of fugitives who are 
alleged to have been under the protection 
of the defendants. In response to defence 
demands, the INS belatedly started scour- 
ing the country for the missing witnesses, 
while the defence looked for evidence 
that the search was a sham. The witness- 
es, or many of them, have their personal 
reasons for being hard to find. 

In addition to the 16 indicted last 
January, the government named some 50 
refugees as ‘‘unindicted co-conspirators”, 
no doubt to buttress and extend the 
allegation of conspiracy against the de- 
fendants, but also perhaps with the 
thought that, being more or less at the 
government’s mercy, they would form a 
potential press gang of extra prosecution 
witnesses. The federal judge trying the 
case has rejected virtually every attempt 
by the defence to introduce general con- 
tentions (concerning religious beliefs, 


say, or the merits of government policy, 
or conditions in the fugitives’ countries of 
origin) that might lend justification to 
Sanctuary’s actions. But he did rule last 
month that the INs had not made a good- 
faith effort to find the missing witnesses, 
so much of the testimony of the paid 
informers is, at least for now, excluded. 

On the one hand the trial whips up 
sympathies for the Sanctuary movement 
and casts an unflattering light on a gov- 
ernment that infiltrates a church with 
wired-up informers as if it were a cell ina 
drugs ring. On the other, there is the 
expectation that convictions in Arizona 
will give pause to normally law-abiding 
objectors elsewhere. Two convictions 
have already been obtained in Texas, but 
this is the first mass Sanctuary trial. 

The INS may also have believed that the 
Arizona group of Sanctuary activists co- 
stituted some sort of national headqua 
ters. In fact, the movement seems to be 
headless. The underground railroad did, 
however, have its beginnings in Tucson, 
where in 1982 the Rev John Fife declared 
his Presbyterian church the first Sanctu- 
ary church. He was joined by Mr Jim 
Corbitt, a Quaker with expert knowledge 
of the Guatemalan and Mexican fron- 
tiers, who later helped to get the National 
Council of Churches to declare its support 
for Sanctuary. Other bodies, like the 
Roman Catholic Conference of Bishops 
and the American Jewish Committee, 
tend to be divided between sympathy 
with the underground railroad and uneas- 
iness about civil disobedience. 

A pamphlet published in Chicago by 
the Religious Task Force on Central 
America claimed some months ago that 
Mr Fife’s church had brought in and 
harboured more than 1,600 Salvadorans. 
Mr Fife and Mr Corbitt are two of tF- 
defendants in the Tucson trial. The Ct 
cago task force provides a central service 
of information and advice for Sanctuary 
workers. Two of its members have just 
published a book* which is an engaging 
combination of human vignettes with po- 
litical argument. 

In addition to a lively local fund-raising 
effort in Arizona, a Sanctuary Defence 
Fund, managed by an energetic Lutheran 
pastor, conducts a national campaign 
from San Francisco to raise money for the 
defence at Tucson. San Francisco itself is 
in the process of joining the list of Ameri- 
can cities that have declared themselves 
sanctuaries for Central American refu- 
gees. Among Californian towns, Los An- 
geles, Sacramento, Berkeley and West 
Hollywood are on the list already. 


Typically, a city’s decision to declare 
*“Sanctuary: The New Underground Rail- 
road”, by Renny Golden and Michael McCon- 
nell. Maryknoll, New York: Orbis Press. 212 
pages. $7.95. 
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sanctuary may be prompted by a cluster 
of Sanctuary churches within its bound- 
aries, or will reflect the public sympathy 
which the Sanctuary churches are able to 
muster. Such declarations do not change 
the law, but they are vastly irritating to 
the federal government and reassuring to 
the undocumented immigrants. They 
constitute a promise to the immigrant 
that, so long as he avoids drawing undue 
attention to himself by engaging in grave 
crimes, the local police will not bother 
themselves about his illegal status or help 
the INS to find him. 

The list of cities that have adopted 
sanctuary resolutions is growing rather 
fast. While Los Angeles is the biggest of 
them—its population of 3m is believed to 
include something like 300,000 undocu- 
mented immigrants—Chicago and New 
. York have taken what amounts to the 

me position by means of executive 

ders from the mayors to their depart- 
mental heads. 

At last count, 281 churches, meeting 
houses and synagogues across the country 
have declared themselves sanctuaries—a 
tiny proportion of the country’s churches, 
but still enough to punch an unwelcome 
hole in the administration’s policy. The 
estrangement between the Sanctuary 
movement and the administration is total. 
The Sanctuary position is that the fugi- 
tives are in flight from a clear danger and 
are therefore clearly refugees. Under the 
Refugee Act of 1980, by which Congress 
appreciably liberalised American refugee 
policy, they consequently have a right to 
be in the United States, and helping them 
is no crime. 

The administration denies all this. It 
maintains that the great majority of Cen- 
tral American, including Salvadoran, im- 
migrants are not threatened with violence 

persecution at all, but are moving in 
nopes of improving their material lot. 
Only Cuba and Nicaragua, with their 
unfriendly governments, are exceptions 
to this theory. Few Salvadorans or Guate- 
malan Indians are accepted as refugees or 
granted asylum: yet the government 
holds that the Salvadoran refugees who 
continue to stream in should not be 
helped to skulk in sanctuaries but should 
apply in the proper manner for asylum 
and get themselves rejected and deport- 
ed. The INs and the State Department 
maintain that humanitarian consider- 
ations are a subordinate matter to the 
Sanctuary activists, and that their real 
interest is political, to discredit the Cen- 
tral American policy of the Reagan ad- 
ministration. There is some truth in this; 
but it is not the whole truth. 

If, as seems probable, the Sanctuary 
movement cannot be stopped by police 
methods or conspiracy trials, a solution is 
nevertheless reachable. Without granting 
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formal asylum or legal refugee status, the 
administration is able to confer adminis- 
tratively a status that really could exist 
only in America, “extended voluntary 
departure”. This means that for the pre- 
sent they do not have to go. It has been 
used in the past 25 years in favour of 
people lacking the basis for asylum or 
refugee status, but coming to the United 
States from countries going through peri- 
ods of violence, disorder or repression; it 
is available at present to Poles, Afghans. 
Ethiopians and some others. 

A bill introduced in the House of 
Representatives by Mr Joe Moakley, of 
Boston, and in the Senate by Mr Dennis 
DeConcini, of Arizona (both Democrats, 
but of different stripes), would instruct 
the administration to desist from deport- 
ing Salvadorans and to give them “ex- 
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tended voluntary departure.” Mr DeCon- 
cini is fairly conservative in foreign 
policy, and generally supports the Central 
American policy of the Reagan adminis- 
tration, but he feels the reaction of opin- 
ion in his state against the unsavoury 
spectacle of the Sanctuary trial. 

The bill still has some way to plod 
through committees and other proce- 
dures before anything comes of it, but it 
may yet encounter a favourable moment, 
for instance in the coming struggle over 
the immigration reform bill, when Mr 
Alan Simpson in the Senate and Mr Peter 
Rodino in the House will be looking for 
every vote they can get. President Reagan 
then just might, as he has been known to 
do on, for instance, South African policy, 
avoid defeat by making his opponents’ 
policy his own. 





Fondish farewell 


Block bows out 

Mr John Block resigned this week from 
the ghastliest job in Mr Reagan’s cabinet. 
His five years as secretary of agriculture 
have been a time of acute stress in Ameri- 
can farming: high interest rates, an over- 
valued dollar and falling land prices have 
together put the industry through a finan- 
cial wringer which some farmers (a group 
admittedly prone to hysteria) rank along- 
side the Depression of the 1930s. And the 
policies inherited by Mr Block and which 
he has had to administer—policies de- 
signed to deal with agricultural shortages, 
not the massive surpluses of recent 
years—have only made matters harder to 
remedy. Yet most of those involved in the 
farm-policy debate have nothing but good 








things to say about him, 

This surprisingly generous assessment 
springs partly from a mixture of relief and 
exhaustion after the signing into law of 
the new farm bill. Not that the bill is much 
good. Far from the root-and-branch re- 
form that the administration has long 
advocated, what finally emerged from 
Congress is really an extension of current 
policy. For the next five years, it keeps in 
place the three essential elements of the 
anti-market approach. First, pricing rules 
which let farmers sell their crops to the 
government when the market price is less 
than a threshold fixed by Congress. Sec- 
ond, subsidies which give farm incomes 
another push. Third, production controls 
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which try to reduce the crop surpluses 
that these price and income supports 
create. 

Nonetheless, almost every faction had 
expected an even worse bill. Reformers 
welcomed the modest step in the direc- 
tion of a more market-oriented approach: 
lower price supports for the main crops is 
expected to mean more competitive pric- 
ing, and more foreign demand for Ameri- 
can produce. For their part, farmers were 
pleased that their wallets will be shielded, 
because the bill leaves their income subsi- 
dies on a higher track. That makes it an 
expensive bill for the federal budget but, 
again, not as bad as the budget discipli- 
narians had feared. Sighs of relief all 
round made it a good time for Mr Block 
to go. 

Oddly, one of the most articulate, if 
inadvertent, critics of the new bill is Mr 
John Norton, Mr Block’s deputy at the 
Agriculture Department. Shortly before 
Christmas he announced that he might be 
obliged to resign because of a conflict of 
interest. As a high-ranking official he is 
not allowed to benefit from federal farm 
programmes; he promised as much at his 
Senate confirmation hearing last spring. 
It seems he thought that the new farm bill 
would reduce the benefits he might re- 
ceive, so that ethics in government would 
not prove too expensive. In fact, his 
“family farm” in Arizona and California 
stands to lose about $1m under the new 
legislation if he remains a public servant. 
The Washington Post quotes him as say- 
ing: “I can’t live with that now . . . I was 
naive when I came here. I had no idea 
that Congress would turn out this kind of 
bill.” ° 

White House officials have told Mr 
Norton to hang on while they examine the 
fine print of the farm bill, so he is still in 
the running for Mr Block’s desk, Whatev- 
er the outcome, his heavy potential losses 
pose a question about the scale of support 
in the bill for big-business farming. At- 
tempts to cap income subsidies, so that 
they give proportionately more help to 
the small farmers who are primarily en- 
gaged in preserving a way of life, etc, 
have generally failed in Congress. 


Prisons 
No admittance 


Getting into an American prison is be- 
coming as difficult as getting out of one. 
This is because they are desperately over- 
crowded, from Hawaii (the worst) to 
Massachusetts (the second worst), from 
Florida to Iowa and even in Washington, 
DC. In 34 states the courts have stepped in 
to reduce the numbers, on the ground 
that the conditions in which inmates are 
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kept contravene the constitutional ban on 
“cruel and unusual punishment.” One 
prison was ordered not to admit any more 
people until it had a bed for every existing 
inmate. Others have been given instruc- 
tions to reduce the number of prisoners to 
a given figure; meanwhile they must ad- 
mit no more. This means that dangerous 
men must often be housed in less secure 
county jails (prisons are state or federal 
institutions) which may themselves be 
overcrowded. 

Court orders are not necessarily the 
solution. On new year’s day, in West 
Virginia, the men at the state penitentiary 
staged a spontaneous riot; a dozen guards 
were taken hostage and two inmates died. 
This prison had been under court orders 
to reduce the number of its inmates and 
improve conditions since 1983. But on 
January Ist it still held 750 men instead of 
the prescribed 650; virtually nothing had 
been done to modernise the 112-year-old 
Tudor building, which still had its Tudor- 
style plumbing. A spokesman for the 
prisoners complained of sub-zero tem- 
peratures in winter and 110 degree heat in 
summer; of the lack of hot food, and 15 
days in a single month of a menu of beans; 
of the ban on long hair, even on beards 
and moustaches. He ended with a plea to 
treat the men as grown-up human beings, 
with a right to some dignity. A few days 
later there was a short-lived riot in an 
Iowa prison. 

So has there been an explosion of crime 
in the past decade? Not at all, quite the 
reverse. According to Mr Edwin Meese, 
the attorney-general, crime is at its lowest 
level for 12 years. The number of report- 
ed crimes fell by 14% between 1981 and 
1984 and the number of violent crimes by 
12%, according to the Department of 
Justice. Yet the number of inmates in 
federal and state prisons stood at 490,000 
last June, compared with 241,000 ten 
years earlier. Another quarter of a mil- 
lion convicts are in city and county jails. 
The rise is the result of higher levels of 
arrests and convictions, harsher sen- 





tences, more of which are mandatory, less 
use of parole and minimum sentences 
designed to satisfy the public demand f 
an end to “coddling” criminals. 

Billions of dollars have been spent in 
recent years to build new prisons, but the 
demand seems insatiable. What is dwin- 
dling is the willingness of taxpayers and 
the state legislators who depend on their 
votes to authorise more spending 

Tennessee, for example, is facing a bill 
of over $100m for new prisons. Small 
wonder, then, that the search for alterna- 
tives is on. One being discussed is turning 
the building and management of prisons 
over to private enterprise; cheekily, the 
Corrections Corporation of America is 
bidding $250m for the whole Tennessee 
system, which has about 10,000 inmates. 
In Pennsylvania, where two facilities are 
already run privately, the legislature dis- 
cussed a more modest proposal before 
Christmas and could not make up its 
mind. Some members felt strongly that 
the state should not turn over punishment 
to a private company, even if it can bui 
prisons and staff them more cheapl, , 
partly because it would not be hampered 
by government regulations and partly 
because it provides its workers with fewer 
fringe benefits and smaller pensions. Nor 
is cheapness guaranteed; early last year 
there was an overrun of $200,000 by a 
private firm that runs a prison in 
Chattanooga. 

Although privatisation is being dis- 
cussed widely, there are other ways of 
trying to keep the prison population 
down. The South, which historically has 
sent more people to prison than other 
regions, is experimenting with some of 
them: intensive probation, which involves 
seeing a young criminal five times a week 
instead of once or twice a month; home 
confinement (keeping convicts at home 
except for their hours of work); and 
community work centres for non-violent 
criminals who work for the city or county 
for no pay—popular with local 
governments. 
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Who runs Yugoslavia? 


In almost any country—and it does not 
matter whether it is a democracy or a 
dictatorship—you can usually tell who the 
boss is: Ronald Reagan in America. Mik- 
«hail Gorbachev in Russia, Margaret 
hatcher in Britain, Rajiv Gandhi in 
widia, P. W. Botha in South Africa. and 
so on. You cannot in Yugoslavia, not 
even if you are a Yugoslav. Members of 
Yugoslavia’s collective and regularly ro- 
tated leadership hold their posts in com- 
parative anonymity until they have to 
make way for others, equally unknown to 
most Yugoslavs, let alone to the world 
outside. Puzzled foreigners often wonder 
who, if anybody. really runs Yugoslavia. 
Yugoslavia is not entirely alone in this. 


In Tito’s shadow: 
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CROATIA 
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Yugoslavia's prime minister; its party president, 
and the other members of its state presidency 
The map shows the republics or provinces they represent 


In Switzerland. for example. where there 
is an annually rotating presidency. the 
head of state can travel on a Zurich tram 
without being recognised. The Swiss sys- 
tem works well, mainly because the Swiss 
voters take most big decisions by them- 
selves. in referendums. which makes poli- 
ticians relatively unimportant. but also 
because Switzerland has a strong econo- 
my and secure borders. Yugoslavia is not 
Switzerland. 

Things were clear enough when Presi- 
dent Tito was alive. Everybody knew 
Tito. For outsiders he personified the 
complicated federation in the Balkans 
whose undisputed leader he was for three 
and a half decades until his death in 1980. 















He developed a system of collective rule 
designed to prevent any single faction in 
the communist party. or any of Yugosla- 
via’s nationalities. from gaining control 
over the others. Tito was a powerful 
symbol of unity and the final arbiter of 
disputes. Since his death. Yugoslavia has 
seemed to hold together more by inertia 
than by clear leadership. 

To understand how Yugoslavia works. 
remember the refrain of Long John Sil- 
ver’s parrot: “Pieces of eight. For Yugo- 
slavia consists of six federal republics and 
two autonomous provinces, all with clear- 
ly defined and jealously guarded rights. 
Already in Tito’s day the communist 
party had split into eight separate organi- 
sations, each with its own president, pre- 
sidium, central committee and party ma- 
chine. and with equal representation in 
the collective party leadership at the 
federal level. Tito of course was on top of 
everybody else, the party’s leader for life. 
Now the job of party president rotates 
each year to a representative of a differ- 
ent republic or province: the current 
incumbent is Mr Vidoje Zarkovic, a Mon- 
tenegrin, who took over last June. 

The leadership of the state, as distinct 
from the party. is just as complicated. 
Tito has been replaced as head of state by 
a collective presidency consisting of eight 
regional representatives—one for each 
republic or autonomous province (see 
map)—plus the current party president. 
The man who is now the nominal presi- 
dent of Yugoslavia, Mr Radovan Vlajko- 
vic from Vojvodina. is in his post for one 
year exactly, until next May. Members of 
the state presidency are elected by the 
assemblies of their respective republics 
and autonomous provinces, which expect 
their men to defend their local interests. 

The republics and provinces have a 
double hold over the federal government 
in Belgrade. They select “their” ministers 
for the 29-member federal cabinet. They 
also tell “their delegates in the two 
houses of Yugoslavia’s parliament how to 
vote on bills proposed by the federal 
government. Since the interests of indi- 
vidual republics and provinces often con- 
flict. it can require time—and some inge- 
nious compromises—for laws to be 
passed at all. The federal prime minister, 
Mrs Milka Planinc (who, it was an- 
nounced on December 6th, will be re- 
placed by a tough administrator from 
Bosnia, Mr Branko Mikulic. when her 
four-year term ends in May), has had to 
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Local boys made good 


Who are Yugoslavia’s barons? In each 
republic and autonomous province, one 
or two leading figures stand out. Some 
occupy leading positions in Belgrade, 
others remain in local posts. What they 
all have in common is a solid regional 
bastion from whose ramparts they com- 
mand formidable influence. 

In Slovenia there is Mr France Popit, a 
veteran party man who is currently presi- 
dent of the state presidency of Slovenia 
(which is itself, as in the other republics, 
a collective affair). He is a stronger 
figure than Mr Stane Dolanc, Slovenia’s 
representative on the federal presidency 
in Belgrade. In Croatia it is probably the 
local party president, Mr Mika Spiljak, a 
former Yugoslav prime minister and 
trade union leader, who wields the most 
power; but even he has to work hard to 
impose himself on Croatia’s faction-rid- 
den party. In Serbia, too, factional strife 
has meant that the local party president, 
Mr Ivan Stambolic, faces strong opposi- 
tion from Mr Draza Markovic, a canny 
politician and former president of the 
Yugoslav party. 

In Bosnia the man with the most clout 
is a Croat, Mr Branko Mikulic, an able 
organiser who master-minded the Sara- 
jevo winter Olympics. He sits on Yugo- 
slavia’s state presidency, but travels reg- 


rule by consensus, 
reached. 

This far-reaching regional autonomy 
stems from the 1974 constitution, adopt- 
ed during Tito’s lifetime but fully imple- 
mented only after his death. It has en- 
sured that real power rests, not at the 
centre, but with the ruling groups in the 
eight republics and provinces. 

The local barons (see box above) de- 
rive much of their clout from their influ- 
ence over the economy of their republic 
or autonomous province. It is not fanciful 
to speak of eight local economies in 
Yugoslavia, each with its own national 
bank, development board and even bal- 
ance of payments. The police and Yugo- 
slavia’s territorial army—though not its 
ordinary armed forces—are also under 
local control. Above all, there is the 
power that comes from patronage: 
would-be high-fliers in Yugoslavia can 
rise Only with the backing of the power- 
brokers of the area they come from. 

This enormously complicated system 
has its critics—particularly in Serbia, 
where many would like to see both a 
tightening of Serbia’s control over the two 
autonomous provinces in the republic and 
a reinforcement of the authority of the 
central government in Belgrade. There is 
talk that at the next party congress in 
June some of the power of the republican 
and provincial party establishments may 
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ularly back to his seat of power in 
Sarajevo, where he and his colleagues 
preside over a coalition of Muslims (re- 
cognised as an ethnic group in Bosnia), 
Serbs and Croats. He will have less time 
for hopping home when he takes over 
from Mrs Milka Planinc as the federal 
prime minister in May. 

The strongest figure in Montenegro is 
Mr Veselin Djuranovic, another former 
federal prime minister and a current 
member of the collective presidency in 
Belgrade. In Macedonia, the man with 
real clout is Mr Dragoljub Stavrev, a 
former youth leader and mayor of Skop- 
je, who is now the Macedonian repub- 
lic’s premier. Vojvodina’s Mr Bosko 
Krunic, a Serb and a former party presi- 
dent in the province, has proved a 
staunch campaigner for greater autono- 
my for Vojvodina from Serbia proper. 
The strong man in Kosovo is Mr Kolj 
Shiroka, an ethnic Albanian who heads 
the province’s party presidium. 

Yugoslavia’s poorer regions—Bosnia, 
Macedonia, Montenegro and Kosovo— 
rely on central money for a large part of 
their development programmes, That is 
why they are more inclined than the 
richer regions to send their strongest 
men to the centre in Belgrade, to lobby 
for cash and contracts. 





be reduced. Such a move would face 
fierce resistance. Rightly or wrongly, 
many Yugoslavs see any attempt to curb 
local power as at best an attack on 
Yugoslavia’s federalism, at worst a new 
assertion of Serbian dominance over the 
rest of Yugoslavia. 

Could things change? Might one of the 
local barons try to step into Tito’s still 
empty shoes, and make a bid for supreme 
power at the centre? It seems unlikely. 
For one thing, even if there were a will, 
there may not be a way: Tito’s legacy was 
a system designed precisely to make it 
almost impossible for ambitious individ- 
uals to become too powerful. And Yugo- 
slavia’s local barons seem more interested 
in consolidating their position in their 
semi-feudal fiefs than in making a grab 
for an uncertain federal crown. 

To that extent, Tito’s idea of a collec- 
tive leadership has worked. It has avoided 
the personal power struggles at the centre 
that have unsettled other communist 
states. But it has also meant that Yugosla- 
via will probably stay, in the words of a 
cheery Serbian called Dragoljub Petro- 
vic-Ckalja, “a state bordering on seven 
states on the outside and another eight on 
the inside.” Government has to be by 
compromise and consensus; decisions 
come slowly, if at all. 

For all its internal divisions, the Yugo- 
slav leadership has shown—for example, 
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during Tito’s last illness, which coincided 
with the Soviet invasion of Afghanistan— 
that it can unite in the face of external 
pressure. The problem is not one of 
security, but of sluggishness. As a Bel- 
grade joke puts it: “Question: what do we 
do if the Russians attack? Answer: we 
fight back. Question: but what do we do if 
they don’t?” That is the question post- 
Tito Yugoslavia has yet to answer. 


West Germany 


Despite Kohl, not 
because of him 


FROM OUR BONN 





Mr Helmut Kohl is a natural optimist. 
Last year, the West German chancellor's 
cheeriness looked a bit odd as electic 
reverses, arguments inside the goveru- 
ment and spy scandals eroded his coali- 
tion’s authority. But the government 
seems to have weathered the worst of its 
mid-term tempest and can look forward 
to the federal election in 1987. 

This does not reflect a surge of confi- 
dence in Mr Kohl himself. Recent opin- 
ion polls have shown him lagging ten 
points behind the Social Democratic chal- 
lenger for the chancellorship, Mr Johan- 
nes Rau. Although this is an improve- 
ment on the 19-point gap recorded in the 
autumn, people still seem to find Mr Kohl 
deficient both in leadership and in what 
pollsters call “closeness to the people”. 
But support for the government as a 
whole remains strong. A poll published 
on January 6th gave the coalition parties 
52% support between them. The Allens- 
bach polling firm reported that 61% of 
West Germans looked forward to 1986 
“with hope”, the highest number of opt 
mists recorded since 1959. 

The main reason for such optimism is 
the economy's performance. The trade 
surplus is running at a record level. Tax 





They like Kohl's government, anyway 
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cuts will put more cash in West Germans’ 
pockets this year. The government can 
claim that its programme of reducing 
inflation and state borrowing and encour- 
aging market forces has worked—al- 
though the rate of unemployment is still 
9% and may not fall much this year. 

West Germans appear to feel a bit 
more relaxed about the international situ- 
ation. And in December the coalition at 
last found a compromise solution to its 
argument about West German involve- 
ment in President Reagan's Strategic De- 
fence Initiative (SD1). It decided to stop 
short of government-level participation 
but to send the economics minister, Mr 
Martin Bangemann, to Washington to 
negotiate an umbrella agreement cover- 
ing German firms’ work for SDI. 

Several internal disputes that weak- 
ened the coalition last summer and au- 
umn have faded away. True, all is not yet 
well. Although the Bavarian premier, Mr 
Franz Josef Strauss, who leads the Chris- 
tian Social Union, has been uncharacter- 
istically quiet for several months, the 
leading Bavarian member of the federal 
government, Mr Friedrich Zimmermann, 
is now under fire for his actions at the 
interior ministry. Some of the Free Dem- 
ocrats, the smallest coalition party, used a 
party congress in Stuttgart on January 
Sth-6th to accuse him of withholding 
information from the cabinet and con- 
doning political spying. 

As a small party that did badly at the 
polls in 1984, the Free Democrats are 
anxious to make themselves look distinc- 
tive in a way which will at:ract floating 
voters. The fact that the party is rather a 
mixture, split between social liberals and 
free-market businessmen, complicates 
this task. But the Free Democrats, having 
-witched from membership of a Social 
Jemocratic-led coalition to support for 
Mr Kohl in 1982, can hardly switch back 
now. Their leader, Mr Bangemann, told 
the Stuttgart congress that there was no 
alternative to staying in the present coali- 
tion after 1987. The chancellor himself 
has attacked Mr Zimmermann’ critics. 
Mr Kohl does not want to see a new 
slanging match between coalition parties 
tarnishing his government's new polish. 


France 


The rule-book isn’t 
much help 


FROM OUR PARIS CORRESPONDENT 





With good reason, the French are per- 
plexed about what is going to happen to 
their system of government in a couple of 
months’ time. Who will have more right 
to rule them after the parliamentary elec- 
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It was tailor-made for de Gaulle 


tion in March: their Socialist president, 
Mr François Mitterrand, or the conserva- 
tives who look like gaining power in the 
National Assembly? An answer of sorts 
lies in the constitution, which will be one 
of France’s best-thumbed books in 1986. 

Since the constitution was drawn up in 
1958 (and amended in 1962), the presi- 
dent has been unrivalled top dog—head 
of state, government overlord, one-man 
powerhouse. That was the way President 
de Gaulle wanted things, and the consti- 
tution was created for him. But the man 
who wrote it, Mr Michel Debré, left 
plenty of room for parliament to assert 
itself should the chance arise. The ques- 
tion has not yet arisen, because so far the 
majority in parliament has been loyal to 
the reigning president. It will arise in 
March, if the conservatives earn the right 
to form a government while Mr Mitter- 
rand continues to occupy the Elysée 
(where he can stay until 1988). 

The constitution, as if waiting for such 
a moment, is deliberately ambiguous and 
imprecise, says Mr Olivier Duhamel, a 
constitutional expert at the University of 
Paris. The government's strict subordina- 
tion to the president has until now reflect- 
ed political reality. With the right taking 
over parliament, that subordination 
would end. The prime minister (chosen 
from the new majority’s ranks) would 
become the chief actor, says Mr Duha- 
mel, and the president would be left 
influencing rather than directing policy. 

For the first time, the constitution’s 
broad definition of the role of the prime 
minister and his government would be- 
come a real job description: “The govern- 
ment determines and conducts the policy 
of the nation. . . The prime minister di- 
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rects the government’s action. He is re- 
sponsible for national defence. He as- 
sures the execution of laws.” The source 
of action would switch from the Elysée to 
the office of the prime minister, who 
would cease to be simply the president's 
agent. 

But former President Giscard d’Es- 
taing, a conservative, was exaggerating 
last week when he said that the only real 
power left to President Mitterrand would 
be his ability to dissolve parliament and 
call new elections once a year. He retains 
three other important powers: 

@ he names the prime minister (though it 
presumably has to be somebody accept- 
able to the parliamentary majority); 

@ he can call a referendum on an issue of 
his choice; and 

@ he can declare a state of emergency 
and rule by decree if he deems France's 
institutions to be in serious danger. 

With these exclusive rights, Mr Mitter- 
rand reckons he can take a larger part in 
the country’s affairs than just opening 
geranium shows. It is his finger that will 
stay, by undisputed (though not constitu- 
tionally defined) custom on the force de 
frappe’s nuclear button. He may not be 
able to monopolise foreign policy as he 
would like, but his influence over it will 
remain strong, for two constitutional rea- 
sons: he is “guarantor of national inde- 
pendence”, and he appoints France's 
ambassadors. 

The first lofty right which the constitu- 
tion allots him is that of “umpire” or 
referee to ensure that the country stays in 
decent working order. Nobody quite 
knows what this means, which may have 
been Mr Debré’s intention. Mr Mitter- 
rand himself rather dismissed this role, so 
the story goes, by once asking an old 
enemy, the all-powerful President Pompi- 
dou, “Since when does the referee award 
the penalty kicks and take them too?” 

If the election produces the expected 
conservative victory, the change in Mr 
Mitterrand’s station will be, according to 
Mr Duhamel, that he goes from being 
more powerful than an American presi- 
dent to being less powerful. How much 
less powerful? And can there be efficient 
“cohabitation” between him and a con- 
servative government? Certainly, adds 
Mr Duhamel—until a crisis comes along. 


Soviet Union 
Too little trust 


FROM OUR MOSCOW CORRESPONDENT 


The masters of Russia’s state-controlled 
media have become the target of some 
unaccustomed criticism. Caught up in Mr 
Mikhail Gorbachev’s campaign for hon- 
esty in high places, they are being forced 
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A new revolution? 


to re-examine their long-standing rule of 
thumb that bad news is no news, at least 
when it involves the Soviet Union. The 
calls for greater openness suggest that 
there will be some frank talking at next 
month’s Communist Party congress. 

In recent years, it is true, Soviet news- 
papers and television have become a 
fairly effective official watchdog, hound- 
ing people who abuse their positions, 
from corrupt policemen to embezzling 
factory directors. But nowhere in the 
country’s claimed da‘ly output of 150m 
newspapers can any questioning of the 
Communist Party’s wisdom be found. Mr 
Gorbachev is not suggesting this should 
start now. He is, however, pushing the 
media bosses to trust the public with more 
of the facts and to get away from the 
predominant tone of self-satisfaction. 

Mr Gorbachev has set an example by 
allowing the other side of the East-West 
argument to be presented to his people. 
President Reagan’s new-year address on 
Soviet television, in which he contradict- 
ed Soviet statements on space weapons, 
came as such a surprise that Moscow ran 
with jokes about people who turned on, 
saw Mr Reagan, and thought the Ameri- 
cans had landed. 

The argument for a more convincing 
press was propounded by the party’s main 
organ, Pravda, on December 12th in an 
editorial that attacked other newspapers 
for being boring. Soviet journalism had 
“faded and turned into a duil pattern of 
repetitive announcements”, Pravda ad- 
mitted. But its editors decided against 
reporting a fiery speech on the same day 
by the poet Yevgeny Yevtushenko. 
Speaking at a congress of the Russian 
republic’s Writers’ Union, Mr Yevtu- 
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shenko attacked official lying and con- 
cealment: “Articles rhetorically calling 
for openness are not the same as open- 
ness itself,” he said. A weekly paper later 
printed an expurgated version of his 
speech. 

Sovietskaya Rossiya, the joint organ of 
the party’s Central Committee and the 
government of the Russian republic, has 
been a leading campaigner for openness. 
In the autumn it publicised charges of 
inefficiency in the Moscow city adminis- 
tration that implicated Mr Viktor Gri- 
shin, the city’s party chief, and the mayor, 
Mr Vladimir Promyslov. Both men have 
since lost their jobs. It followed this by 
publishing, on January 5th, a highly un- 
usual series of complaints from readers on 
the theme of press credibility (an event 
which the official media in Hungary, long 
considered to be the most open in Eastern 
Europe, were quick to report). One letter 
asked why no details or casualty figures 
were ever given about accidents or natu- 
ral disasters in the Soviet Union, which 
itself gave much publicity to such events 
in the non-communist world. 

“Such silence gives me the impression 
that it is based on nothing but lack of faith 
in readers and viewers—as if they might 
somehow misunderstand”, this writer 
said. Another complained about silence 


Norway 


| meant well 


FROM OUR NORDIC CORRESPONDENT 


Mr Arne Treholt, a former foreign minis- 
try official convicted last June of spying 
for Russia and Iraq, is keeping himself on 
the front pages of the Norwegian press. 
His efforts to win sympathy have embar- 
rassed the coalition government headed 
by Mr Kaare Willoch, the Conservative 
leader; but the government has the con- 
soling thought that, since Mr Treholt had 
been prominent in left-wing politics, the 
Labour opposition also dislikes continued 


Prisoner, novelist and private diplomat 


on price rises and misleading publicity on 
the economy: “Things do not get better 
with loud reports and the beating of 
drums.” Two days later Sovietskaya Ros- 
siya gave further proof of its new-found 
liveliness. On its front page it carried a 
forceful article arguing that, if real eco- 
nomic progress is to be made in Russia, 
more attention will have to be paid to 
what makes Russians tick; the article was 
by Mrs Tatiana Zaslavskaya, the author 
of the outspoken “Novosibirsk paper”, 
about why Russians don’t work well, 
which was leaked to the West in 1983. 

The government's newspaper, /zves- 
tiya, has also given space to Mrs Zaslavs- 
kaya, and to readers’ criticism of the 
Soviet press. On January 7th, it published 
a reader's complaint that it was conceal- 
ing the facts of an incident in Moscow in 
which a number of people died after 
drinking industrial alcohol. “They talk 
about openness as a sign of trust in the 
people, and in fact, in journalistic prac- 
tice, they act differently,” it said. 

Until now, the news that most Russians 
are not allowed to read has been hand- 
delivered by the state news agency, Tass, 
to top people in the party, government 
and armed forces. A real revolution in the 
Soviet media might put this little-known 
service out of business. 





public discussion of the case. 

The high court is to consider Mr Tre- 
holt’s appeal in March, and preliminary 
hearings began on January 6th. He has 
engaged two of Norway's most flamboy- 
ant lawyers, who have made a start by 
claiming that the police provided mislead- 
ing evidence at his trial. The police said 
he had received a payment of $15,000 in 
an envelope, and his lawyers are arguing 
that such a sum could not have been 





‘squeezed nto : an envelope of the size in 






Question. 
Unless they can persuade the judge, at 
the preliminary: hearings, that a re-trial is 
¿i necessary, the high ‘court, will consider 
“only whether the 20-year sentence was 
too. severe. The. defence will then argue 
that there were mitigating circumstances 
and that, if Mr Treholt did damage Nor- 
wegian interests, the government itself 
was partly to blame-——on the ground that 
the most serious damage caused by the 














A peninsula of peninsulas, old-fashioned 
geography teachers used to call Europe. 
Europe’s awkward inlets—not to men- 
tion its mountains—can turn short jour- 
neys for the crow into long ones for cars 
or trains. As the map shows, some relief 
ison the way. East-west, there may 
before long be a continuous link from a 
bridge or, more likely, tunnel at the 
Strait of Dover to a second bridge 
planned over the Bosphorus. North- 
south, the roads may run from the Arctic 
Circle, via bridges or tunnels linking 
Sweden to Denmark, and Denmark's 
capital. Copenhagen to” mainland Eu- 
rope, all the way to a proposed. tunnel 
under the Strait of Gibraltar. At least for 
those able to provide the right papers at 
its frontiers, Europe’s countries are com- 
ing closer together. 

Other plans for easier transport in- 
clude a fixed link between Sicily and 
mainland Italy—almost certainly a 
bridge, as a tunnel would be susceptible 
to earthquakes—and proposals for new 
tunnels under the Pyrenees to avoid 
passes closed in winter. There is the 
usual talk of. new or improved tunnels 

< under the Alps; the Simplon pass. railway 
between Italy and Switzerland is being 
“made double-track all the way. 

The road over the Kakavia pass bé- 
tween Greece and Albania was reopened 
last year. Albania is slowly becoming less 

isolated from the rest of Europe: this 
pring; Yugoslavia should finish its part 
` ofa railway line which for the first time 
~ will connect Albania’s 235 miles of rail- 
ways with’ Europe's. network. The 
French, naturally, are keen to build 
more lines for their high-speed trains. 
They would like to connect Paris with 
Brussels, Cologne and Frankfurt. The 
West Germans think such a link would 














be nice but want the technology used to ~ 


be their own. 

Those trains might go at 190 miles per 
hour, or some ten times as fast as a 
decent ferry. Yet boats, too, are part of 
Europe’s new links. When West Germa- 
ny completes the Rhine-Main-Danube 
canal, barges will be able to travel from 
the North Sea to the Black Sea. Albania 
has got into the act again: there is now a 
ferry (like the new Albanian railway, for 
freight only) every ten days between 
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from what he learnt.at Norway’s defence 
college when he attended a course there 
in 1982. 

Although the foreign minister, Mr 
Svenn Stray, knew by 1982 of the suspi- 
cions about Mr Treholt, he endorsed Mr 
Treholt’s application for the course in the 
belief that a refusal might alert the sus- 
pect and the KGB. Originally the impres- 
sion was given that Mr Stray had no 
choice in the matter, because no other 


Europe’s missing links 


Trieste in Italy and’ Durres in Albania. 
The West Germans have agreed to start 
discussions with the Russians about a 
ferry from a West German Baltic port to 
Klaipeda (formerly Memel) in Lithua- 
nia, though the West German defence 
ministry worries that the Russians might 
then spy on their naval base in Kiel. No 
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Strait of Dover. A decision ona fixed 

fink is due to be announced by the ` 

French and British governments on 
January 20th. Latest reports suggest that ` 
a rail tunnel is likely to be the favoured 
option, 


Scandinavia (Great Belt/The Sound/ 
Lolland to West Germany). The Danish 
parliament is expected to back a fixed _ 
link from Zealand to: Funen this spring: 
Nordic. businessmen. would also like to 
see a link between Halsingborg in 
Sweden and. Helsingor in Denmark; 
some: are also in favour of a link 
between the island-of Lolland, south of 
Zealand, and the West German coast. 
Strait of Gibraltar. There is continuing 
official study of a possible tunnel 
between Spain and Morocco, with vague 
hopes that work could be started:in the 


information he passed to the KGB arose 
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foreign ministry official had applied 
the course; but last autumn it emerge: 
that there had been other applicants. 
The Labour Party has tried to explo 
the point, accusing the governm 
lying about the circumstances in which 





























thrashing out of the case will proba 
have to wait until the high court h 
spoken, and since Labour has. its ow 
reasons for embarrassment about Mr Ty 


decision is expected soon. 
So, bit by bit, European countries are 
overcoming the obstacles to swift trans-.. 
port imposed by nature. The obstacles 
imposed by man are still daunting, how- 
ever. It may prove easier to build tunnels’ - 
and bridges. than to cut down the paper- 
work ‘required to carry goods across 
European frontiers, and to overcome the 
political divide which still inhibits travel 
and transport between East and West. 
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mid-1990s. Morocco is keener on the 
idea than Spain. 

Strait of Messina. The Italian 
government gave the go-ahead for a 
fixed link between Italy.and Sicily in 
December 1985. A decision on the form. . 
of the link is expected in 1986; a bridge 
is considered most likely. 


Rhine-Main-Danube canal, West 
Germany is. working on a scheme to. link 
the. Rhine with the Danube. via the River 
Main anda canal system by 1992. The 
Main is being improved from Aschaffen- 
burg to Bamberg, and canals dug to 
connect Bamberg to the Danube south of 
Regensburg. 


Albania-Yugosiavia. Albania's railways 
will be connected to the European 
network when a link with Yugoslavia is 
completed this spring. 
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about this. 

Mr Treholt has portrayed himself as an 
idealist whose contacts with KGB agents 
were a form of unconventional diplomacy 
intended to improve understanding be- 
tween Norway and Russia. Quite a lot of 
(mainly left-wing) Norwegian intellectu- 
als seem to have accepted this claim, and 
during the autumn seminars were held in 
which the ethics of the case were dis- 
cussed in terms sympathetic to Mr 
Treholt. 

Meanwhile, Norwegian prison rules 
have permitted him to give numerous 
press interviews. And last summer he 


_ smuggled out of prison the manuscript of 


a book describing his experiences be- 
tween the time when he was arrested at 


-Oslo airport in January 1984, on his way 


to a meeting with KGB agents in Vienna, 


and his trial. The book, entitled “Alone”, 


won a Norwegian literary award and was 


__ Norway’s best-seller in the autumn. It will 
=~ probably make him enough money to pay 


the fine of 1.1m kroner ($146,000) that 


was imposed on him in June. 


= e 
~ 


_-- m >; A y > =e 


Alaa 


EEC: the Commission 


Non-jobs for 
the boys 


FROM OUR BRUSSELS CORRESPONDENT 


With the arrival of the Iberian contingent, 
the European Commission now includes 
six people each of whom does part of 
what a finance minister would do single- 
handed in most member states. Finding 
jobs for two Spanish commissioners and 
one Portuguese was difficult, partly be- 
cause most of their 14 colleagues refused 
to give up bits of their existing portfolios. 
Only one newcomer, Mr Manuel Marin 
from Spain, has what could pass for a real 
job. His responsibilities include social 
affairs, employment, education and train- 
ing. Mr Marin has also become a vice- 
president of the Commission, an honorif- 
ic but lucrative position. 

The Portuguese commissioner, the 
dapper and polyglot Mr Antonio Cardoso 
e Cunha, got fisheries. This was prised 


A little Euro-learning 


FROM OUR BRUSSELS CORRESPONDENT 


University students in Europe still get 
few chances of broadening their outlook 
by studying together. Indeed, a smaller 
proportion of them attend foreign uni- 
versities than during the heyday of the 
great Renaissance seats of learning 500 
years ago. 

The EEC, after 28 years, still has no 
common university-level programmes, 
although it does have an embryonic 
system of pre-university schooling and 
limited postgraduate study facilities. The 
lack of recognised equivalent university 
courses prevents the community from 

applying one of its basic principles—that 
professional people should be free to 
practise in any of its member countries. 
So far, only doctors, dentists and veteri- 
nary surgeons have obtained a European 
seal of approval for their national univer- 
sity diplomas. 

The new Spanish commissioner in 
charge of the education portfolio, Mr 
Manuel Marin, has an early chance to 
remedy this. One of his priorities (inher- 
ited from his predecessor, Mr Peter 
Sutherland, who completed it only last 
month) is a three-year project to enable 
more students from one member state to 
attend university courses in another. 

The idea is to set aside 5,500 scholar- 
ships next year, rising to 11,000 in 1988 
and 27,500 the year after. Universities 
involved in the programme would work 
towards common courses and study cred- 
its. In this way, one student in ten (as 
opposed to fewer than one in 100 today) 
could by 1992 be getting a feel for the 


problems of another EEC region and 
looking at the community's aims and 
policies from a new standpoint. 

At present, the College of Europe in 
Bruges is probably where students come 
nearest to a European view. The college, 
devoted to EEC-related postgraduate 
studies, is mainly financed by Belgium 
but supported by other member states. It 
provides a one-year grooming for Euro- 
crats, diplomats and the like, not only 
from the EEC but also from other West 
European countries. More than 20% of 
Austrian diplomats of ambassadorial 
rank are former Bruges scholars. So is 
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away from the agriculture commissioner, 
Mr Frans Andriessen of Holland, who 
had experienced no difficulty in running 
farming and fishing in tandem. 

The second Spaniard, Mr Abel Ma- 
tutes, takes charge of policy towards 
small businesses as well as of credit, 
investment and financial instruments. He 
will therefore share the widely strewn 
finance portfolio with Mr Alois Pfeiffer of 
West Germany (economic affairs), Lord 
Cockfield of Britain (taxation and finan- 
cial institutions), Denmark’s Mr Henning 
Christophersen (budget), Mr Grigoris 
Varfis of Greece (co-ordination of re- 
gional, social and part of farm spending) 
and the Commission’s president himself, 
Mr Jacques Delors (monetary affairs). 

One of the rare initiatives from the 
British prime minister, Mrs Margaret 
Thatcher, during the talks about EEC -~ 
reform last year was a proposal to cut th 
number of commissioners in the enlargea 
community to 12, instead of increasing 
their number to 17. She was overruled by 
her partners. Mr Delors and his men have 
just proved how sensible her idea was. 


Mr Marin himself. 

The European University Institute in 
Florence is not geared directly to com- 
munity themes as Bruges is, although 
some of its senior staff act as advisers to 
the European Commission on trade and 
industrial policy. The institute was 
founded more recently than Bruges, in 
1972 as opposed to 1949. 

Although Mr Marin and a number of 
other alumni now hold high positions in 
business and government, the Bruges 
old-boy brigade is not yet as influential 
as, say, that of the public-school and 
Oxbridge tradition in England or of the 
Grandes Ecoles in France. Nor has a real 
freemasonry yet developed among ex- 
pupils of the nine European schools 
established to provide primary and sec- 
ondary education for the children of the 
Eurocrats themselves. The main ones 
are in Brussels (which has two) and 
Luxembourg. The others are in Munich 
and at the EEC research centres in Karls- 
ruhe (West Germany), Bergen (Hol- 
land), Mol (Belgium), Varese (Italy) and 
Culham (England). 

These schools—with a total of 16,000 
pupils—give young people a European 
baccalaureate which is now fully recog- 
nised as a university entry qualification 
throughout the EEC and beyond. The 
system has been criticised for being 
based less on an educational programme 
than on a political idea—that of creating 
walking. talking little Europeans. Spe- 
cialisation, particularly in science sub- 
jects, was at first sacrificed in favour of 
language-teaching. Even so, learning to 
be a good European, like learning to 
speak a foreign language, is easier if you 
start young. 











Heseltine stakes his shirt on a 


differen L futu re 


Mr Michael Heseltine, proclaiming con- 
:Stitutional principle, but clearly fed up 
with Mrs Thatcher's imperiousness in 
cabinet, has moved his private war for the 
Tory leadership to the backbenches. By 
resigning as defence secr 
tine is not the first h 






eight to leave 










prove an effective leader of that growing 
bunch of backbench Conservatives who 
are disgruntled with Mrs Thatcher, not 
least because he will await the right 
moment to pounce. 
: Mr Heseltine’s bid for greatness has the 
. sensationalism that smacks of fore- 
: thought. The future of Westland, the 
ailing Somerset helicopter maker wooed 
both by America and Europe, was sup- 
posed to-be a minor item at the cabinet 
m ting on January 9th. It ended with Mr 















etary Mr Hesel-. 


Mrs Thatcher’s team—remember Sir Ian ud 
Gilmour and Mr Francis Pym. However, 
he is undoubtedly the one- most likely to 


Heseltine’s resignation. Within an hour 
(Mts Thatcher lost neither time nor tears) 
he was replaced by Mr George Younger 





as secretary of defence. Mr Malcolm... t 
Rifkind takes Mr Younger’ s job as Scot- — 


hus becomes the youn- 
the cabinet. Both men 
rly been on stand-by. 
: uch, then, for the lobby assur- 
ances that a form of peace was. breaking 
"out between the defence secretary, deter- 
mined that Westland should be rescued 
by a European consortium, and the trade 
and industry secretary, Mr Leon Brittan, 
equally set on Westland’s own preference 
for America’s Sikorsky, acting in concert 
with Italy's Fiat. So much, too, for theo- 
ries that neither the prime minister nor 
her defence secretary wanted a sacking or 
resignation. to” delight the Labour 
“opposition. 
Mr: Heseltine believed in European 
















; December decision not to intervene, she 



















collaboration for Westland; he was con: 
vinced that Mrs Thatcher was flouting th 
constitution by denying him a right to pu 
the European case to cabinet and to th 
public: But why not wait (as his frie 
believed he would) until next Tuesda 
extraordinary meeting of Westland’ 
shareholders? A 75% vote for the Siko 
sky deal—the minimum needed for it t 
succeed-—would have been the excuse t 
resign; less than that would have given M 
Heseltine more time to improve the Eu 
ropean offer. 

However the Westland shareholders 
vote; the political row on the concept | 
cabinet responsibility and on its conco 
tant, official secrecy, will continue. 
cabinet agreed in December that’ M 
Heseltine could put together his Europe 
an bid, but he flagrantly defied its further 

























_ Taling that no minister was to advoca 


either bid publicly. As to secrecy, the 
accusations flung about. Whitehall in the 
past four weeks have been accompanied 
by technically unlawful leaks of confiden- 


- tial information on a scale unprecedented 






even in the Wilson governments. 
The first serious. leak was of a passag 
from a cabinet minute of October 4th, 
critical of Mr Brittan, in the Observer of 
December 22nd. The following week, Mr 
Brittan’s supporters leaked a much full 
version to the Sunday Times. 
The leader in the Westland camp h. 
been the company’s chairman, Sir Jot 
Cuckney, abetted -by “friends” of 
Brittan. Mrs Thatcher personally ove 
the response.to each move made by her 
dissident defence secretary. ie 
The row liek i over the new- 























| letter stating the gover 
tion. This was written by- 
Thatcher. By reiterating the cabinet’ 











dealt a blow to Mr Heseltine. Undaunt 
he immediately wrote a letter of his o 
to Mr Horne of the European conso 
tium, purporting to clarify parts of 
Thatcher’s letter. 

This letter made several points which 
Mr Heseltine had specifically failed to 
have included in Mrs Thatcher’s one. 
That infuriated her-—the more so as Mr 
Heseltine did not show his new letter to 
Downing Street before sending it. Thi 
was an extraordinary breach of Whitehal 
procedure, the sharpest challenge-yet t 
the prime minister. She personally 1 
structed a reluctant solicitor general, 
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But will it fly’ 


The argument that Westland is essential 
to Britain’s security sounds about as 
solid as an empty fuel tank, particularly 
when it comes from the Ministry of 
Defence, The main reason for West- 
land’s sorry state—apart from a genera- 
tion of bad management—is that the 
_ ministry has not bought enough helicop- 
ters from it even though the services 
desperately needed them. 

The army in particular has never had 
enough, especially in West Germany. Its 
main deficiency is troop lifters, It is short 
of at least 100 in Germany alone, but 
there 'is no money set-aside for them in 
..the spending plans, These plans do, 
`- however, provide money for a new anti- 
tank helicopter, to be produced over the 
next ten years, 

This inversion of priorities came about 
mainly because of Britain’s curious ar- 
rangement—shared with only Greece 
and Australia’ among: advanced. coun- 
-tries—of. assigning all but the smallest 
helicopters to the air force instead of to 
< the army, which is the real user. Thus the 
small anti-tank helicopters belong to the 
‘army, but lifters of any size belong to the 
RAF. The air force is unenthusiastic 
about lobbying and paying for helicop- 
“ters to be used exclusively for the army; 
the army is less willing to spend its 


Patrick Mayhew, to write to Mr Heseltine 
buking him for a “material inaccuracy” 
his letter. ee 

This rebuke, highly confidential be- 
tween two senior government figures, 
was leaked within two hours of its deliv- 
ery to the MOD. It appeared in the next 
day's papers with a stinging rejoinder 





money for machines to be flown by the 
air force than for ones it will own and 
control completely. . 

As recently as a year ago the army had 
its heart set on the Sikorsky Black Hawk 
to replace and augment the RAF's troop- 
lift fleet of aging Pumas and clapped-out 
Wessexes (designed in the 1940s). The 
Black Hawk is without doubt the finest 
light troop lifter in the air today. It was 
designed to carry troops and equipment 
into (and evacuate casualties from) the 
hot parts of the fighting. Sikorsky drew 
on Vietnam war experience and used the 
most modern — technology—including 
new, non-metal, materials; back-up. sys- 
tems; a computer-controlled flight-con- 
trol system; and a main gear box that can 
run for 30 minutes if it loses its oil 
because of battle damage. The Black 
Hawk is built to withstand impacts of up 
to 42 feet per second downward speed, 
which means that it would survive about 
90% of the crashes experienced in com- 
bat. (Three years ago, your correspon- 
dent saw one that had crashed in a wood 
in America, tearing off its maiñ rotor 
blades and impaling itself on a small 
tree. Soldiers merely cut down the near- 
by trees, put on a new rotor and flew it 
out.) 

But early last year the army began to 


from Mr Heseltine. Pandemonium broke 
out in Whitehall, with the Labour party 
drawing the contrast between the antics 
of ministers and the prosecutions of Mr 
Clive Ponting and Miss Sarah Tisdall 
under the Official Secrets Act. The solici- 
tor general's department was aghast. 

Whereas a leak inquiry has been or- 
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`.. The Americans and ltalians 
wili share just under 30%. 
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By contrast, dhe proposals of the European group 
geet neaily serappeading, 
à A marriage of inconvenience, 
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ifs wants for the: 
troop-lifter, and was sent back tò re- 
work its requirement. Eventually three 
main possibilities emerged. One was 
Black Hawk; another, a new all-British 
commercial machine, the Westland-30, 
upgraded to RAF standards; and the 
third, the NH-90, which would be devel- 
oped and built by a European consor- 
tium to enter service in the mid-1990s. 

As only the Black Hawk exists-—the 
other two are. still on the drawing 
board—it is difficult to compare them. In 
quality, if the advanced Westland-30 
were produced, it would presumably be 
about the technical equal of the Black 
Hawk; the NH-90, being:a generation 
later, would:-be mare advanced. In size, 
the three would be much the same: they 
would carry about 13 fally equipped 
troops: In cost, the Black Hawk, having 
been in series production ‘for: several 
years, would be the cheapest, probably 
by a long way: effectively costing about 
£2.5m each at today’s prices. 

For the anti-tank helicopters, the min- 
istry’s present plan, is to commission 
Westland to build a variation of the: 
Agusta-designed- Mangusta in collabora- 
tion with Italy. In pushing for a Europe- 
an consortium to takeover Westland, 
Mr Heseltine was counting on this, or a 
similar machine, to be produced by a 
five-country (Britain, France, Germany. 
Italy and, maybe, Holland) grouping as 
















































dered by the cabinet secretary, Sir Robert 
Armstrong, into the. original. Observer 
leak “(apparently from “the Heseltine 
camp), no such inquiry has been ordered 
into either the Sunday Times or Press 
Association leaks. 

Many of Mr Heseltine’s colleagues, 
perhaps a majority, have been delighted 


to see him stand up to Mrs Thatcher: his, 


staunchest supporter has been the Tor 
party chairman, Mr Norman Tebbit. Sutu 
alliances will now be politically danger- 
ous. Those who are Mr. Heseltine’s 
friends will henceforth be Mrs Thatcher's 
enemies. 


Interest rates 
Up the hill again 


Poor old Confederation of British Indus- 
try. For months,-it has been nagging Mr 
Nigel. Lawson, the chancellor of the ex- 
chequer, to reduce interest rates; now, as 
Industry Year dawns, he increases them. 
The banks, taking their cue from the 
Bank of England, have raised base rates 
by.a full percentage point to 12.5%—the 
first increase since last January when, as 
the pound fell. and the government 
flapped, interest, rates were hoisted with- 
in three. weeks by four and a half percent- 
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a. Not so with the troo 








































part of its production base. The “saving” 
with which he promised to buy some 
more navy Sea Kings from Westland, if it 
would co-operate with his European 
dream—now less likely because of his 
resignation—would have come from 
Britain’s share of the presumed econo- 
mies of having five countries collaborate 
on the attack helicopter, instead of only 
two. 

However, it is not certain that the five 
can on a common attack helicop- 
ter rmany and France have been 
trying to settle on one for years, have got 
into endless tangles, and the problem is 
not solved yet. Understandably, the 
Westland board wants to steer clear of 
this sort of squabbling. But as the minis- 
try of defence has already ear-marked 
the money for buying an attack helicop- 
ter, it is in a position to make promises. 
lifter: it has 

‘ither the money nor the intention to 

ty one in the near future. To press the 
turopean case, Mr Heseltine was able to 
say only (a bit petulantly) that Britain 
will not buy the Black Hawk if Westland 
joins Sikorsky. 

He may be wrong. The army will still 
need a troop lifter. If Westland begins to 
make big chunks of the Black Hawk for 
Sikorsky, the pressure from the army to 
buy it—and so solve its lift problem 
before the NH-90 is ready in 1995—would 
probably become irresistible. 


age points to 14%. 

British interest rates are by far the 
highest among the big economies in real 
and nominal terms (see chart), but in 
December Mr Lawson gave warning that 
he would not hesitate to raise rates if a 
sinking pound jeopardised his inflation 
targets. This week, the pound briefly 
dipped below DM3.50 for the first time 

er—14% down since last summer. 

December’s money supply figures 
brought more bad news. The City no 
longer watches the monetary aggregate, 
sterling M3, quite so closely now that the 
chancellor has abandoned his target, but 
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the £2.1 billion rise in its main compo- 
nent, sterling lending to the private sec- 
tor, caused unease. But MO, the chancel- 
lor’s favourite measure of the money 
supply, has grown by only 24% during the 
past 12 months—well below its target of 
3-7%. If the chancellor really believed 
that MO was a reliable indicator of mone- 
tary conditions, surely he should have 
reduced interest rates? 

This is exactly what Professor Patrick 
Minford of Liverpool University, once 
Mrs Thatcher's favourite economist, has 
been saying for months. In the Liverpool 
Group’s December bulletin he claims that 
MO is an excellent indicator of nominal 
GDP and says that the latest MO figures 
“are flashing red on the dashboard of 
monetary control; unless immediate ac- 
tion is taken to reduce interest rates, a 
stalling in the growth rate is now increas- 
ingly likely”. 

The chancellor and his Treasury minis- 
ters are due to meet this weekend to 
discuss this year’s public-borrowing tar- 
gets and the scope for tax cuts in the 
March budget. Last March the chancellor 
pencilled in tax cuts of £3.5 billion for 
1986-87 (enough to cut 3p off the rate of 
income tax), but his own officials are 
hinting that shrinking oil revenues sug- 
gest there may now be room for barely 
half that. 


Local government 
Baker battles on 


Mr Kenneth Baker, like his predecessors 
as secretary of state for the environment, 
has found that you cannot please all the 
people all the time. Before Christmas, his 
distribution of nearly £12 billion of rate- 
support grants to local authorities en- 
raged his supporters in the English shires, 
who thought they were being milked to 
sweeten those who pay rates in London; 
or at least, those in inner London (see 
box on next page). His plans for reform- 
ing local government finance, presented 
to the cabinet this week, have so worried 
Westminster City Council, the most im- 
portant Conservative-controlled author- 
ity in London, that it has commissioned 
the management consultants Coopers & 
Lybrand to look at the likely 
consequences. 

Westminster’s main worry is Mr Bak- 
er’s proposal to turn property taxes on 
business and commerce into a national 
tax, whose proceeds would be distributed 
by central government. This has long 
been advocated by the Department of 
Trade and Industry, which fears that 
inner-city areas with large unemployment 
always elect Labour councils, which im- 
pose high property taxes, which may 





The new British ambassador to Washing- 
ton is to be the present permanent secre- 
tary of the Foreign Office in London, Sir 
Antony Acland, replacing the rumbus- 
tious Sir Oliver Wright in the autumn. 
Why has Sir Antony “taken demotion” 
from the headship of the diplomatic 
service when, at 56, he will still be four 
years short of retiring age? He reached 
the pinnacle of his profession in 1982 at 
the unusually early age of 52 and was 
regarded as splendidly placed to push 
through much-needed reforms of the 
diplomatic service, 

The answer is that Sir Antony feels 
four years in the top job is already 
enough. The strain of sagas such as the 
Falklands, Grenada, the EEC budget and 
the Commonwealth conference has tak- 
en its toll. A diffident, often emotional 
man, he is known to prefer the sheltered 
world of diplomacy to the rough and 
tumble of Whitehall politics. 

Sir Antony’s successor as head of the 
diplomatic service is to be the present 
ambassador to Saudi Arabia, Sir Patrick 
Wright, like him an Arabist. For the first 
time since the war there are now no 
political appointees in the foreign office. 


encourage new businesses to go to areas 
with lower rates, making inner-city unem- 
ployment higher still. But only 16% of 
Westminster's rates are raised from 
households, against an average of 49% 
for all local authorities in England and 
Wales. A central government-imposed 
limit on business rates would lead to huge 
rate rises for households in Westminster 
and perhaps in another 20 authorities. 
Westminster is not Mr Baker's only 
problem. He has to fight the Treasury as 
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of and expenditure level for local authori 
ties—it has not taken kindly to the pros- 












its eyes on the centrepiece of Mr Baker's 
scheme, which is *to «introduce a new 
“community charge’’—a poll tax in all but 
name—which will first supplement, and 
then, over ten or 15 years; replace income 
raised from rates. The thinking behind 
the community charge is that it will in- 
crease the accountability of local authori- 
ties. It will be paid by every elector 
iy be discounts for single 
-so.th 



















(though there m 


control: viz, simply saying “no”. Now 
that the Treasury has secured rate-cap- 
ping—-the power to set a maximum rate 






Remember all that money that abolition 
of the Greater London Council was 
going to save London’s ratepayers? This 
week leaders of London's Tory boroughs 
told the environment secretary, Mr Ken- 
neth Baker, that misjudgments in his 
department were apt to produce exactly 
the opposite result. 

: The story begins with a draft budget 
sent out last November by the London 
“Residuary Body (LRB), a quango set up 
-tö wind up the Gic and run a few of its 
services not earmarked for any other 
successor. This made borough finance 
chiefs’ hair curl—and was meant to. It 
was not the LRB’s huge total budget of 
£704m that worried them: most of that 
was: accounting fiction, or money the 
“boroughs paid anyway. But there was 
one very real figure: £182m of genuine 
“spending, to be. met by a levy on the 
1i boroughs. i 
That would mean, on average, an 
extra 9p on the rates. There was worse, 
for some. Under the abolition law, this 
levy hits each borough according to its 
population. So half a dozen boroughs 
“with few people but high rateable values 
© spread the burden across-could raise 
their rates by less than 9p. But most 
would have to charge more than. 9p—- 

































These boroughs were already unhappy at 
the treatment they were getting from 
Whitehall. The threatened LRB bill came 
as the last straw. In reality, it was never 
more. than a threat: the LRB wanted to 
show Whitehall: how. much some of its 
decisions would cost the boroughs. The 
ploy worked. The boroughs protested 
that: : 

© Apart from the GLG housing debt, 
which the boroughs were mostly paying 
for already, Whitehall had told them that 















notably the outer, Tory, boroughs. 


pect of untrammelled rises in the commu- 
nity charge. The compromise that 
appears to have been agreed is that rate- 
capping powers will be retained through- 
out the transitional period. Thus any 
authority tempted to duck accountability 
by setting its community charge low, and 
hiking its rates, would find itself rate- 
capped. As the community charge takes 
over, the environment department hopes 
that electoral accountability will provide 
such discipline that the Treasury will not 
be tempted to seek'a cap on that as well. 

If approved by the Cabinet, such an 
arrangement would represent a modest 
success for Mr Baker. Present plans are 
for a green paper within the next few 
weeks, and a white paper just before the 
general election—just in time to poll the 
potential poll-tax-payers. 


other GLC debts were trivial—yet they 
were now being asked to pay the LRB 
over £80m a year to service them (nota- 
bly for the new town of Thamesmead, 
due to be handed over debt-free to a new 
community trust). 

@ Whitehall was forcing the LRB to treat 
£73m a year of payments it will get from 
house-owners with GLC mortgages as 
capital, not as current income—which 
means £73m less to pay for its current 
spending, and so to be found by the 
boroughs instead. 

@ Redundancy payments to ex-GLc staff 
(£30m or so) should not be treated as 
another current cost for the boroughs to 
pay, but met from sales of assets. 

@ Balances inherited from the GLC will 
be allocated to boroughs according to 
their rateable value (which is nice for 
some inner-London boroughs)—but cor- 
responding debt-service charges go ac- 
cording to population (which is nasty for 
outer London), 

@ Some boroughs (mostly inner) will 
inherit valuable surplus GLC property, 
but the debt costs associated with it will 
be spread over all of London. 

Mr Baker got an earful, and he has 
quickly given way on the mortgage issue. 
But he cannot meet the boroughs’ sorest 
point: that because his department last 
year underestimated how much ‘they 
would have to spend on the LRB, the same 
department will this year penalise them 
for spending it. In fact, the LRB bill may 
come down to an average 4-Sp rate, not 
9p. But try telling that, say, to populous 
Croydon, whose ratepayers can still ex- 
pect 15p or so, a 10% rise (on top of any 
rise for their own council’s purposes}— 
and around a third of it due to “over- 
spending” punishment from Whitehall. 
Come back, Ken Livingstone? 

































































Britain’s loss, too 


When. members of Parliamént return to 
Westminster next week they will find on 
their desks a letter from Miss Lydia 
Dunn, the formidable leader of the 46 
non-government members of Hongkong’s 
legislative council. It is a letter they would 
do well to take seriously. It contains fully 
justifiable complaints about the British 
government's proposals for handling the 
nationality of Hongkongers after. 1997 
when the colony is returned to China. 

The proposals are contained in the 
draft Hongkong (British Nationality) Or- 
der 1986, published last month by the 
Home Office. The worries of Hong- 
kongers are focused on the acceptabilitv 
round the world of a new form of Briti 
passport, to be called the British Nationa: 
(Overseas) passport, which will be issued 
from 1997 and to which 23m Hongkong 
Chinese will be entitled. 

Miss Dunn and her colleagues accept. _ 
that this passport will not allow Hong- ~ 
kongers the right of abode in Britain. But 
they believe that it should give an unqual- 
ified right to Hongkongers to visit Brit- 
ain. At present, even senior Hongkong 
businessmen have been subjected to hu- 
miliation at the hands of Home. Office 
immigration officials at: Heathrow. Para- 
doxically, America has agreed to treat 
Hongkongers more generously than has 
Britain. They will be given multiple-entry 
visas in their passports, which secure 
unlimited entry for visits to America. 

China and Britain have agreed that, 
after 1997, Chinese Hongkongers will be 
given the right to hold both Chinese 
Special Administration Region passpor*~ 
and BN(O) passports. But this leaves b 
tween 8,000 and 10,000 non-Chinese 
Hongkongers who will not be entitled to 
Chinese citizenship or passports and 
whose limited rights under ‘a BN(O) pass- 
port will in effect make them stateless. 
Miss Dunn believes that many will seek to 
leave Hongkong before 1997 which she 
describes as ‘““Hongkong’s loss and Brit- 
ain’s shame”. 

Another group which the Hongkong 
legislative council believes should be giv- 
en full British citizenship is the small 
number (fewer than 400) of Hongkong 
survivors of Britain's armed services who 





fought in the war. 


~ The white paper is to be debated in the 
Commons on January 16th and the Lords 


on January 20th. Miss Dunn’s proposals 


have received the full endorsement of 
Hongkong’s governor, Sir Edward 
Youde, who was until recently a top 
Foreign Office official. There is likely to 






be-a battl 















cials, who are unable to realise that 

ongkongers are one group of immi- 
»ants who can make a big economic 
contribution to Britain, and the Foreign 
Office, which is all too aware of the 
disastrous effect on Hongkong morale 
which an inflexible attitude could have. 


Rough Justice 


Fortunately Mr Douglas Hurd, the home 
secretary, is likely to understand the 
position better than his officials. A for- 
mer diplomat who started his career in 
Peking and a former foreign office minis- 
ter, he is the author of a successful 
political thriller set in Hongkong. 





The curious case of the roving reporters 


Next month the Court of Appeal will 
examine the case of Ernie Clarke, who 
has been imprisoned for murder since 
1980. His is one of nine cases, mostly 
murders. which have been looked into by 
a BBC series, “Rough Justice” since 1982. 
If the series’ extraordinary record is any- 
thing to go by, Mr Clarke will get out of 
prison early. “Rough Justice’ spends 
years of detective work and a lot of 
money re-investigating crimes where the 

itish section of the International Com- 
mission of Jurists thinks there probably 
was a miscarriage of justice. 

But now “Rough Justice” itself has 
been killed in suspicious circumstances. 
Last month, the lord chief justice, Lord 
Lane, condemned the methods used to 
get an interview in one episode as “outra- 
geous”. The BBC suspended the pro- 
gramme’s producer, Mr Peter Hill, and its 
reporter Mr Martin Young (who have 28 
years of BBC journalism between them), 
gave them a final warning. and banned 
them from investigative journalism for 
two years—thus ending the series. 

Mr Hill and Mr Young came unstuck 
over the case of Mr Anthony Mycock, 
who served more than two years of a five- 
year sentence for aggravated burglary 
before having his conviction quashed by 
Lord Lane (after a “Rough Justice” pro- 
gramme) last month. 

Mr Mycock was convicted on the testi- 
mony of the alleged burglary’s victim, 
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Miss Anne Fitzpatrick. The “Rough Jus- 
tice“ team established that she was an 
habitual liar (indeed, later, at Mr My- 
cock’s appeal hearing, the court heard 
that she had had psychiatric treatment for 
“delusions” just before the alleged bur- 
glary). They found several flaws in her 
testimony, and witnesses—including the 
woman who shared the “burgled” flat 
with Miss Fitzpatrick—who said they be- 
lieved there had been no burglary. 

Mr Hill and Mr Young then flew to 
California, where Miss Fitzpatrick now 
works as a nanny. By this time, the 
“Rough Justice” team had established 
that she had also lied in America: to 
immigration authorities, to employers, to 
her landlords. They told her they would, 
in any case, make a programme demon- 
Strating that she had lied, in order to 
discredit her testimony as a witness 
against Mr Mycock, and invited her to tell 
the truth on television. She agreed. Last 
October, audiences saw her admit that the 
burglary was a figment of her imagination. 

This led to an appeal, which—like 
every other “Rough Justice” appeal so 
far—was heard before Lord Lane. He is 
known for his belief that there should be 
no interference in the process of law. 
particularly not from the press and televi- 
sion. At the appeal. Mr Mycock’s counsel 
said he would not be relying on Miss 
Fitzpatrick’s televised retraction, or in- 
deed anything in the television pro- 
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gramme itself. But Lord Lane interrupted 
him, saying that “Rough Justice” was at 
the heart of the case. Lord Lane spent 
one day in court examining transcripts, 
which Mr Hill and Mr Young gave the 
court, of taped conversations with Miss 
Fitzpatrick in California. He accused 
them of “investigation by menaces” and 
Miss Fitzpatrick then claimed they had 
threatened to expose her as a lesbian. 

The case came soon after the banning, at 
the home secretary's request, of a BBC 
documentary about Northern Ireland. Af- 
termuch prevarication, a cut version of that 
documentary was shown; the BBC had been 
made to look weak. It now decided to get 
tough with its own men. The BBC’s inquiry 
concluded from Mr Hill's and Mr Young’s 
tapes that they had not threatened to 
expose Miss Fitzpatrick as a lesbian. But 
the inquiry did say that they had “strayed 
into unacceptable and threatening behav- 
iour”. Whether or not Mr Hill’s and Mr 
Young’s words can be interpreted as 
threats, Miss Fitzpatrick claims also that 
somebody else threatened her. 

The Manchester police originally inves- 
tigated the alleged crime—and an earlier 
case also later upset by a “Rough Justice” 
investigation. Miss Fitzpatrick told Mr 
Hill and Mr Young—this claim is on the 
same tape which landed them in trou- 
ble—that the Manchester police told her 
on the telephone not to speak to the BBC, 
“especially that little bugger Martin 
Young”. She also said that the Cheshire 
police, who were re-investigating the 
case, said that if she spoke to the BBC, the 
police would come and get her, and that 
she would be prosecuted for perjury at 
the original trial. Maybe she invented that 
too. 

When a review of Mr Mycock’s case 
was announced (after the “Rough Jus- 
tice” programme), the Home Office said 
it would not be necessary for Miss Fitz- 
patrick to come back to Britain for Mr 
Mycock’s appeal. However, the Cheshire 
police did visit her, she did come back, 
she accused Mr Hill and Mr Young in 
court of threatening her—and she was not 
charged with perjury. And “Rough Jus- 
tice”, the most powerful reminder that 
Britain’s judicial system sometimes 
makes terrible mistakes. was silenced. 


Voluntary export restraints 


Kicking ourselves 
in the shins 


Since 1975, the government has handed 
out about £2} billion in direct subsidies to 
British Leyland. However, the full cost of 
supporting BL could be more than double 
this if the hidden cost of Japanese Volun- 
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tary Export Restraint (VER) i 

iC . This is one of the findings ofa 
tudy by the Trade Policy Research 
tre*, which tries to work out the costs 
and benefits of VERs in four industries: 
; video ‘recorders, textiles and cloth- 
ing, and footwear. 

“A VER is an industry-to-industry or a 
overnment-to-government arrangement 
where an exporting country “agrees” to 
‘limit its exports of certain goods. VERs 
st popped up in the 1950s and have 
multiplied like rabbits over the past 30 
years. They are now more common than 
the traditional tariff, even though any 
economic textbook will tell you that quo- 
tas.are a more damaging form of protec- 
tionism than tariffs. 

rom the. consumer's point of view a 
quota has the same effect as-a tariff: it 
increases prices. Exporters compensate 
for lower sales. volume by raising their 
prices—ie, boosting their profit margins. 
The: abhor reckon that the prices of 




















= The British tend to be regarded by 
_ everybody else as a uniquely class-ridden 
bunch. The 1986 edition of Social Trends 
shows that the British themselves think 
they are becoming more middle class, 
¿and that class is as much a matter of 
different social habits as money. 

When asked what they thought their 
own social class to be; a quarter of all 
adults described themselves as “middle 
class”, 19% said they were “upper work- 
ing class”, and 48% “working class”. 
More remarkably, 29% of all adults 
described themselves as being in a higher 
social class than their parents, and only 
©: 9% in a dower social class. (Nobody 
-asked the parents what they thought.) 
These replies may. not be pure snobbery. 
©. The decline of manufacturing and the 
spread of office jobs has meant a decline 
in the proportion of workers in manual 
jobs, and a rise in the numbers in non- 

























































<. % of persons born in 1953 convicted* 
of males aged 27 convicted 


. "VERS are intended to protect obs They- 
probably don’t. Restricting imports from 
< Japan or South Korea may simply allow 
«more from countries such as Spain whose 
suppliers are not restricted. Even if a VER 
does increase employment i in.a protected 
dustry, jobs:may be lost in other sectors 
if lower imports push up the pound. 
es the cost of each job 
n an industry, ignoring 


versely, while a tariff transfers income ~ 
from ‘consumers to the government, 
which collects the higher price through 
the impost, a VER transfers spending- 
power from consumers to foreign produc- 
ers. A tariff therefore imposes lower costs 
on the economy. 
The study estimates the net cost to the 
whole country of VERs in the four indus- 
tries. The loss to consumers alone, before. 
taking account of the higher profits of 
domestic producers, are even higher. The 
Japanese, VER on.cars costs B 
minimum of £180m a year, equivalent to a. 
subsidy of £1,895 for each extra British 
car produced. However, the cost could be 
as high as £500m if one argues that the car 
price differential between Britain and. 
continental Europe only exists: ‘because 
the VER of Japanese producers stops them 
from forcing British car prices down. The 
total cost of VERs in these four industries 
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could abandon VERs, pay those workers 
who. lost their jobs enough to live like 
kings—and still make the rest of the 
population better off. 


* What Britain Pays ‘for Voluntary 
Restraints, by David Greenaway and Brian 










A middling sort of country 


manual, and especially in managerial 
and professional jobs. Nearly half of-all 


male, and two-thirds of all female work-: 


ers are now in non-manual jobs. 

This increasingly white-collar Britain 
is also better-educated. Only 39%. of 
people aged 50 to 59 have any sort of 
educational | qualification, compared 
with 70% of those aged 25 to 29, and the 
trend to take an extra year at school, 
beyond the minimum leaving age. has 
been rising, from 23% of boys and 21% 
of girls in England and Wales in 1967 to 

30% of boys and 33% of girls by 1983. ` 

The class divide is becoming less a 
matter of occupation than of income 
(which often reflects age, as much as 
skill) and of social habits. The poor eat 
differently from the better-off: those 
households whose head earned less than 
£83 a week in 1984 bought 18.8 ounces of 
fruit and 34.6 ounces of bread a week; 


those earning £355 and over bought 46.3. 


ounces of fruit and 22.9 ounces of bread: 


The poor watch more television: 12°: 
hours a week more in the two poorest. 


social classes than in the two richest. 
They smoke more: 49% of. unskilled 
manual workers and 35% of their wom- 
enfolk still smoke, compared with 17% 
of men and 15% of women in profession- 
al-jobs. And the wives of men in un- 
skilled and semi-skilled jobs start their 
families four years earlier than the wives 
of men in professional and managerial 
jobs. 

In spite of these differences, young 
working families in Britain are probably 
more like each other now than they have 
ever been. There are some glimpses of 
this in Social. Trends: in the spread of 
owner-occupation, for instance—55% of 
all families with a head aged 25 to 29, 
























Hindley. 


and 69% of all with a head aged 30 to 44 
are buying or already own. their home... 
Or take the spread of foreign holidays. . 
By 1984, 95% of Britain’s manual work- 
ers were entitled to four weeks’ paid 
holiday or more, and 19% to five weeks’ 
or more. That year, 16 million Britons 
took a holiday abroad, a third of them in . 
Spain. Between 1977 and 1980, real... 
consumer spending abroad nearly 4 
doubled. a 
Or take again the ownership 
sumer durables: 24%. of. all Briti 
households owned a video recorder (and 
a lot more rented one) by 1984, and 9% a 
home computer, All those durables 
tempt many. of Britain’s young men to 
share another, less desirable, common 
trait. As the chart shows, 30.6% of a 
sample of men born. in’ 1953 had a 
criminal. conviction (foran indictable 
offence, such as theft) by the time they 
were 27 years old; though few had more 
than one. 


















“Social Trends 16: 1986 edition, HMSO. 
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President Reagan banned almost all 
America's trade and dered tl business 


dividends in the current year. It has 
been struggling since one of its 
airliners crashed last August, killing 


520: people. 


i The Malaysian government refused 
| “to publish a 1,075 page report on the 
involvement of state-owned Bank 
Bumiputra in the collapse of the 


a ‘Hongkong property firm Carian. 


finance takeovers. 
-| tn South Africa 20,000 striking 


Platinum. The price of platinum rose 
tó its highest level since July 1984. 


John Block quit as America’s 
agriculture. secretary. A pig farmer 
himself, he e presed over the 


indonesia dinounced an A austerity 
budget because falling world oil 
prices have reduced its export 
earnings. Spending for 1986-87 will 
be down by 7%—27% less than 
projected two years ago. 


Texaco tried to avoid paying 
Pennzoil the court-ordered $10.5 


Japani Air Lines said it will pay no 


Corporate scorecard 


°” Bank Bumiputra lost more than $1 
I “| billion through bad loans in 
: _| Hongkong. 
The Fed confined by (3, votes to 2its pe 
limit on the issue of “junk bonae” to. 


Hanson Trust claimed victory in its 
marathon fight for control of scm, the 
New York group, when a court ruling 


a8 “| allowed the British firm to increase its ` 
-| black miners were sacked at Impala — 


stake in SCM. 


The Really Useful Group, Andrew 
Lloyd Webber's company which 


| ‘owns the rights to his musicals 


(including “Cats” and “Starlight 
Express'’) is coming to the London 
stock market. 


GAF, an American chemical 
company, dropped its bid for Union 


Carbide, but will retain a 10% stake.. 


China agreed torescue Ka Wah Bank, 
a troubled small Hongkong bank. 


_ British and overseas. companies 


raised £6.2 billion on the London 
stock market in 1985; that was 72% 
more than i in 1984. 


Kodak abäridöned the instant- 


fs photography business—defeat in. : 
| the 10-year patent-infringement suit, 


brought by rival Polaroid. 


| Six City financial institutions, ʻi 
including Charterhouse Japhet, have 


put up money for the launch of a new. 
quality daily Fleet Street newspaper | 
planned for the autumn. 


Carl Icahn, the Wall Street raider, 
became chairman of Twa. The airline 


`| is expected to report a loss of about .- 


$150m for 1985. Will Mr Icahn 
rescue or resell the company? - 


Canon (ux), an-arm:of the Japanese 
: Camera-to-photocopier maker, ended: 


its sponsorship of the English 
Football League worth mote than 


£im a year. 
4 


‘Volkswagen, which has already 


agreed to. make car engines in China 
and East Germany, wants to do the 
same in Russia. Fuji, the Japanese 
firm which makes Subaru cars, is 


considering building cars in America. . 


Economic and financial indicators 


„are on pages 89-90. 


om, the 1985. merging of these British food and 








No gain yet 1 
a ture ire ee 
rists ( yers and their tke) spont heavily atthe 
Bond Str Street ki knick-kni the nobs. 
The huge state-owned Italian holding company iost less last year 
tani in 1984 due to privatisations and pedi results from fime. like 
italia. 


10 The Californian microcomputer dealer suffered the same fate as 
most in its business. : 
ens Freneh ski-equipment maker closed its arms in Canada and 


(~45)tt 26,920 +20 

















Fourth-quarter earnings of the Californian manutacturing and 
insurance company showed an improvement in a dismal year. 
The venture-capital group owned by the Bank of England and 
several clearing banks made about £20m in profits in the third 
quarter. 


i _sennnerenennenrnaeraunnenaennnceitetnntmareananttatenetirntnnttantnrennttnnarimtninanannnmitntetntnainnnitesirmnmieraeannnenineniminenintninnipininnsinlntinnsins 
= ft heehee = Hall-year ended, Q= Quarter ended. {} = Loss. gee er ee “Basedon local currency figures. t = Pre-tax profit, t= sissies cana eaaa’ 




































Exciting year 

for growth- 
and 

more to come 


Extracts from the Statement 
by the Chairman, Sir Robert Haslam 


lam pleased, in my last Statement as Chairman, to 

< report record profits once again, Continuing an unbroken 
` seven year upward trend, Group profits before tax were 

- £76.7m compared with £65.4m in 1984. 

This maintained growth allows the Board to 
recommend a final dividend of 14.5p per share, to make a 
total for the year of 22.0p, 16% higher than last year. 
Expansion 

This has been an exciting year for growth. Having 
prepared a strong base over the last few years, we have 
been able to initiate an acquisition programme that has 
balanced the geographical spread of our businesses; 
strengthened our position in overseas sugar markets and 
diversified into new markets that are nevertheless related 
to existing skills. 

These acquisitions, which in total amount to £92m, 
represent a conscious change of pace, arising from a 
confidence in the health of the Group’s existing 
businesses. They are performing well up to expectations. 
Recent expansion has substantially increased our 
involvement in North America. Nevertheless, we still 
remain keen to expand our business at home and 
continue to seek suitable investment opportunities. 

The EEC Sugar Regime 

Negotiations for the new sugar regime for the period 
1986/1991 are in the final stages. The Council of Ministers 
has decided that UK beet quotas will remain unchanged 
for two years, after which they will be reviewed in the 
light of any changes in demand which may have occurred. 

_ In particular this will allow time for any possible 
developments in the chemical industry to emerge and for 
the level of subsidy required to sustain such potential 
uses to be assessed, 
New Chairman 

| was very pleased when Mr N. M. Shaw, our Group 
Managing Director, accepted the Board’s invitation to 
- succeed me as Chairman, As he will also retain his 
existing responsibilities, the Company will be continuing 
to make the best possible use of his skilful and dynamic 
leadership. 


People 

Lhave been privileged to preside over many exciting 
developments during my three years as Chairman; but 
one thing has remained unchanging, and that is the 
quality and commitment of the people who work for the 
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Group throughout the world. I would like to record my 
own and the Board’s thanks to all employees for their skill 
and dedication which have contributed so materially to 
the current health of the Group. 
Prospects 

In the last three years the Group has consolidated its 
position, and is making new investments which will 
maintain its momentum over the rest of the decade and 
beyond. The business is operating from a solid financial 
base and has every opportunity to achieve further profit 
growth, Lremain confident of the ability of the Group 
under my successor and the seasoned management team 
to grasp and exploit these opportunities. 








Financial Highlights 1985 1984 
Turnover £1,627m £1,676m 
Profit before tax £76.7m £65.4m 
Profit after tax attributable 

to shareholders* £38.1m £35.9m 
Earnings per share 55.3p §2.4p 
Dividends per share 22.0p 19.0p 
Dividend cover 25times 2.8 times 


‘Before extenardinary lass, 
Figures for 1984 have been restated to reflect the use of 
average exchange rates, 
Ifyou wish to have a copy of the 1985 Annual Report, please 
complete the coupon and return to: 
C, P, McFie, Secretary, Tate & Lyle PLC, Sugar Quay, 
Lower Thames Street, London EC3R 6DQ. 
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JORLD BUSINESS 



























Euro 








ers, is about to seek» $2.5 billion to 


will have to come from European taxpay- 
: ers, who have yet to see a profit on a 15- 
_- year investment in Airbus that has proba- 


bly cost them $10 billion already. Yet if | 


- Airbus fails to find the new money it 
=o wants; it may as well bow out of: the 
airliner. market—just when it is promising 
to. reward Europe’s perseverance. 
> The problem for Airbus, a consortium 
of the private-sector British Aerospace 
"and the state-owned-or-dominated Aéro- 
-spatiale of France, MBB of West Germany 
and CASA of Spain, is not: that its present 
airliners are unattractive: even its Ameri- 
; can rivals, Boeing and McDonnell Doug: 
las, admit the virtues of the A300 and. the 
< A310. The difficulty is that these aircraft 
“do not have enough siblings. 

. Airlines like to equip themselves. from 
‘one manufacturer. That saves on-training 
and maintenance, which partly explains 
Boeing's: dominance. Airbus offers: only 












300 and A310, and—to come into 
in 1988—the small, 150-seat. 320. 
ly contrast, Boeing's “family” of aircraft 
1s diverse enough to carry economically 
< fewer than 100 passengers or more than 
l 500 on distances shorter than 1,500 -miles 







ldwide, it :has to breed a 


f this month; 





“is to lift from the drawi 


Hence the need for money for. what 
bus’s French chairman, Mr Jean Pier- 
alls a “strategy” for the 1990s. The 
is:to be a twin-engined, medium- 
range airliner seating about 330 passen- 
gers. The Tan is designed for around 250- 
280 passengers and will be equipped with 
< four engines. in order to fly the longest 
`- routes, such.as Frankfurt to Rio de Janei- 
- fo or Singapore to Los Angeles, 

ooo For the airlines, it all makes sense. The 
<c TA% with two engines, can be sold to 
them asa more economical replacement 














pe s Airbus needs to get 


irbus Industrie, Europe’s maker of air- 


nance new projects. Much of the money 


aircraft: the medium-size and 


rothan 7,000. If Airbus is to 


g board two. 
projects called the Tas and the TAH. | 


itself i in the family way 


for the ageing three-engined DC-10 of 


‘McDonnell Douglas and L-1011 of Loek- 


heed. The TA11is tailored for airlines like 


Lufthansa and Swissair which have some 


very long routes but not enough passen- 


gers on them to operate profitably 


Boeing’s much larger 747 jumbo. 
But does the strategy make sense for 


. Airbus’s parent companies? Mr Pierson 


and. his colleagues at the consortium’s 
headquarters in Toulouse are marshalling 
their arguments. Their idea is to minimise 
development costs and maximise the 
“family” attractions’ by. developing the 
airliners as a package. The TA9 will have 
essentially the same fuselage as Airbus’s 


. existing wide-bodied ‘aircraft. The TAU 


will have the same wing as the TA9, and 
many of its avionics and other gadgetry. 
A new aircraft costs roughly $1.5 billion 
to develop—so by linking the two pro- 
jects, Airbus can tell its owners that it is 
saving them $500m. 

That helps when asking governments to 


stump up money for aerospace projects - 


that commercial banks always consider 
too risky. So may veiled threats. British 
Aerospace, with 20% of Airbus, hints 
that it may get no work on the new 
aircraft if it gets no aid. British Aero- 
space is pleading with the government for 
















Airbus’s family ambitions 


A300 

seats: 250-270 / 
range: 1,800-4,300 miles 
(in service) 





A320 
seats: 160-170 
range: 2,200miles 






` knows as well as anybody that Boeing a 


Tae 
seats; 240-420, 
range: 4,600-6,900 miles 


a £350nr handout-—not just to helpdaun 
the two new aircraft but to ensu: 
workers continue to build all wi 

future Airbus family. But the real a 
ment will be over the size of the m 
True, some airlines need an aircra’ 
the TAli—but, given that. pri 
come with long production runs; 
need enough for Airbus to give the 
the go-ahead? 

“ The calculation is a fine one—on 
bus’s figures, let alone its compe 
Boeing reckons that at least 400 airer: 
mustbe sold over ten years befor 
particular model makes a profit. Th 
might well be greater than the total ma 
ket for the Tail, which explains then 
to spread the costs by simultaneous! 
developing the TA9. 

To make -sure its new models.are w 
the market wants, Airbus has ask 
airlines for their views. But Mr Pierso 


McDonnell Douglas do similar surveys. 


> McDonnell Douglas persuades the a 


lines to order its proposed MD-11, a thre 
‘engined update of the pc-io, it will tak 
sales from the Ta-11; and various versions 
of the Boeing 767 could steal orders away 
from- both Douglas and Airbus. The r 
sult would be losses for all. 

Airbus must -gamble—-and keep on 
gambling—if it-is to win. The TA9 a 
TAIL are just its latest bids. It talked of 
TAI2, and is musing -over a propfa 
powered TAI¢ to counter similar tech 
ogy being threatened by the American 
Sceptics say Boeing has won all the be 
“so far: Last year, it sold 390 aircraft 





















Boeing 747 

seats: 340500 

range: 6,400-7,000mil les 
{in service) | 


TAI 
seats’ 280~ 280 ; 
range:6,900-7,600mi 


séats: 220 
range: 3,300-5, 350 miles 


{in service) 
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Flying into the future 


Aircraft orders (forecast requirements), 1985-2004 


the most since 1978—worth $14.9 billion. 
That gave Boeing 60% of all orders; 
McDonnell Douglas won 19% and Air- 
bus 15% according to Boeing's count. 
Airbus’s reply is that it is betting on the 
long term. In the next 20 years more than 
5,000 aircraft will leave service because of 
age or obsolescence; replacing them and 
coping with increased air travel will mean 
the industry must supply over 9,000 new 
airliners. Airbus is already benefiting 


Union Carbide 





Total: 4,162 aircraft PSA Aine EA 
from the growth in the market. With a 
much narrower range than Boeing’s, it 
still sold 92 aircraft last year, the most for 
five years. Airbus has so far won 90 firm 
orders and 167 options or commitments 
for its 150-seat A320, of which it needs to 
sell around 600 to make a profit. Since the 
A320 does not come into service until 
1988, Airbus will argue to its government 
sponsors that it is on its way—and if they 
spend a little more, it will get there faster. 





A dismemberer’s guide 


To save itself from dismemberment at the 
hands of a corporate raider, Union Car- 
bide’s management is doing the job itself. 
It plans to sell the company’s consumer- 
products division (from Eveready batter- 
ies to Simoniz car wax) and use the 
proceeds to sweeten shareholders. In this 
way it has stopped a takeover bid from 
GAF, whose chairman, Mr Samuel Hey- 
man, admitted defeat (for now) on Janu- 
ary 8th. GAF can console itself with a 
$200m paper profit on its stake in Union 
Carbide. Union Carbide’s other share- 
holders will do well too, but the victims of 
the gassing at Bhopal stand to lose. 

The division to be sold accounted for 
$1.9 billion of Union Carbide’s $9.5 bil- 
lion sales in 1984—and a particularly 
profitable chunk of those sales. Before 
the GAF intrusion, Mr Warren Anderson, 
Union Carbide’s chairman, wanted to 
restore his company’s fortunes by concen- 
trating on consumer goods while shed- 
ding parts of the less successful gas and 
petrochemicals divisions. Reversing that 
Strategy will be painful, especially since 
(notwithstanding the cash from selling the 
consumer-products division) Union Car- 
bide will have to undertake financial 
manoeuvres that will double its short- 
term debt to $2 billion. To reduce that 
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WASHINGTON, DC 


burden, other bits of the business may 
have to go. 

Union Carbide shareholders will do 
well, though. The company wants to buy 
back 55% of its stock at $85 a share—$7 a 
share more than GAF's best offer and $52 
more than they were worth immediately 
after the Bhopal accident in 1984. The $2 
billion-plus proceeds from selling off the 
consumer-goods division will be used to 





Protesting for nothing 





pay a special dividend—of between $25 
and $35 a share—to the remaining share- 
holders. This was a bit too rich for GAF. 
Mr Heyman plans to retain a 10% stake 
in Union Carbide; this qualifies GAF's 
profits on the deal for tax relief, and 
leaves open the option of another attack 
in due course. 

Some are upset by Mr Anderson’s 
scorched-earth policy. They say it is 
wrong for one of America’s most famous 
companies to dismantle itself under pres- 
sure from a company less than one fifth its 
size. Worse, GAF built its bid with junk 
bonds, so controversial in America (see 
page 59). GAF's defenders say this all 
misses the point. According to them, Mr 
Heyman’s raid has pushed Union Car- 
bide’s shares closer to their true value: 
selling off the consumer-products division 
will make shareholders better off precise- 
ly because the stockmarket reckons those 
assets are worth more to another compa- 
ny than they were at Union Carbide. 

In this case, the free-market view has a 
flaw. One reason that Union Carbide’s 
assets are worth more elsewhere is that 
they will henceforth be out of reach of 
Bhopal’s litigants. With 2,000 dead and 
200,000 injured, the damages against the 
firm might be vast. Some of the victims’ 
representatives argue that it is wrong for 
the company to slim down before it has 
paid up. 

Legal squabbling over the tragedy con- 
tinues. A federal court in New York is 
deciding where the case should be 
brought. The company says India, which 
might mean a much lower settlement than 
if the case were heard in America—partly 
because American courts would be more 
generous in assessing damages, and partly 
because an Indian court might be unable 
to grab the assets of the parent company 
The assets of the American compan) 
(including the consumer-products divi- 
sion) are worth around $10 billion; the 
assets of Union Carbide India around 
$100m. Lawyers on both sides think that a 
quick settlement might be possible once 
the venue is decided. So do not bet on it. 


Fermenta 


An Egyptian Viking 


Mr Refaat El-Sayed, an Egyptan émigré 
microbiologist, has saved the once ailing 
Swedish drug firm Fermenta so success- 
fully that he was voted Sweden’s man of 
the year in 1985—even though the coun- 
try’s business community has yet to ac- 
cept him fully. Now they may have to: Mr 
El-Sayed has set up a two-tier deal that 
could eventually make him master of the 
country’s pharmaceuticals industry. 
Volvo, Scandinavia’s largest firm, has 





THE ECONOMIST JANUARY 11 1986 














Cutting rough with Japan’s chip makers 


Hard times in the semiconductor industry have bred harsh words between 
American chip makers and their Japanese competitors over memory 


chips. 


. The Americans say that the Japanese are selling at a loss in order to 


dominate markets at home and abroad. The Japanese reply that price- 
: gutting is what competition in glutted markets is all about 


bo» America’s trade negotiators are getting 
_tough with Japanese semiconductor 
companies. The Commerce Department 
has proposed imposing countervailing 
< duties against Japanese firms alleged 
`“ dumping 64K memory chips into Ameri-' 
“can markets, and it is investigating com- 
plaints that the Japanese are also dump 








| chips. Its report is expected later. this 
month. Meanwhile, the. office. ofthe 
trade representative is trying to talk the 
Japanese into opening up their domestic 
market for chips—largely, and contro- 
versially, by raising prices. 

The sheer misery of semiconductor 
firms is raising trade tensions. The 
American industry's backlog of orders 
nearly trebled between the end of 1982 
and early 1984, to just over $1.2 billion, 
but has since shrunk almost as much. 

< Although some parts of the semiconduc- 
tor market are still healthy, memory- 
~ehip prices have plummeted. The aver- 
age price of 256K memory chips fell from 
$18-20 in 1984 to $34 in 1985, recently 
they have been selling for as little -as‘$2. 
Prices for 64K memory chips. dropped 
from $3-4 in 1984 to as little as 30 cents in 
1985. 









Oversupplied 
Americans blame the Japanese for the 
sharp. fall in prices. In 1984, Japanese 
firms invested in new capacity the equiv- 
alent of. roughly 30% .of their sales’ 
. revenue; “Americans spent only 19%. 
Faced with both the American computer 
> slump and a downturn in sales of video- 
tape recorders, big Japanese chip makers 
like NEC, Hitachi, Toshiba, Fujitsu and 
Matsushita badly need new markets to 
keep their new plant busy. Orders are 
ard to come by everywhere: the semi- 
conductor industry has, worldwide, 
roughly twice as much capacity as it 
needs at the moment.” 
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ng the newer and larger 256K memory 


Nor does 1986 promise easier pick- 
ings. Most people in the industry expect 
an increase in sales of only 5-10% this 


-yeat—and even that depends on orders 


continuing the recovery that began in the 
fourth quarter of 1985. Although de- 
mand for memory chips is expected to be 
a bit stronger than the industry’s aver» 
age, it will do little to reduce manufac- 
turers’ overcapacity, > 

Largely by dominating sales of memo- 
ry chips, Japanese firms have raised their 
share. of the whole American semicon- 
ductor market to 20%. Dataquest, a 
market-research firm in America, esti- 


mates that the ‘Japanese last year. ac- 


countéd for 63% of the 300m 64K memo- 
ry chips sold (a market. worth about 


$315m)-and about 78% of the 97m 256K 
memory chip. market (worth about’ 


$340m).:. . 
One. American..chip. maker, Intel, 
abandoned memory chips. in. 1985. So 


_heavy were the losses at another, Mos- 


tek, that its parent, United Technologies 
Corporation, sold it to France’s Thom- 


son; otherwise the plant would have had > 
to. shut down. : 


Americans-—-both' within the industry. 
and the administration—say that the 
Japanese did not.win their sales fairly. 
The Commerce: Department recently 
proposed countervailing duties—to pen- 
alise those-chips sold for less than their 
cost. of production—against 64K chips 
sold by, among others, Mitsubishi (94% 
duties), Hitachi (19%) and NEC (9%). 
Other ‘un-named producers face a gener- 
al 39% tariff. 

What scares the Japanese is the Com- 
merce Department's. investigation into 
alleged dumping of the newer 256K chips. 
Japan’s share of the American, market 
for these is shrinking (see chart). None- 
theless, the Commerce Department 
reckons that over the lifetime of the chip 
American firms will lose $900m-1 billion 


US market value “Number of units sold- 
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trying to produce it in the face of fallin 
prices, and 5,000 jobs will be lost 
imports. 

The Commerce Department's invest 
gation is its first anti-dumping snoop. 
unprompted by the industry. Since: its 
announcement the Japanese have raised : 
prices for.memory chips sold to America’, 
(and nowhere else) by 20%. And NEC 
and Hitachi have announced cuts in 256K 
chip production. By March, NEC will be 
producing about half as. many of these 
chips as it had originally planned: = 

Meanwhile, America’s trade represen 
tative is trying to negotiate ways to open 




































the Japanese chip market to American 
firms. American companies. have only” 

about 11% of the Japanese chip market, 
half the share that the Japanese have in: à 
the. United. States. American officials... 
have rejected a proposal from Japan’s 


dustry (MITI) to increase purchases of < 
American. ‘chips by about 1% next 
year. The talks now seem to be concen- 
trating on chip prices. 


Underpriced : 
The Americans claim that Japanese com- 

panies can:sell chips for less than.the cost. 
of production . through: cross-subsidies: 
American. chip. makers, most of, whom 
lack other products with which to cross- 
subsidise chip production, will not be 
able to sell into: many Japanese markets: 
until. prices increase So ‘the American: 
negotiators want the Japanese to set the 
prices of their chips both at home and 
abroad so that they stay above produc- 
tion costs, 
. The Japanese say they could not en- 
force such a formula even if a fair way of 
measuting the marginal costs of chip 
production could be devised. The Amer- 
icans are still pushing for an agreement. 
Besides making it easier to sell into 
Japanese markets, higher prices for chips 
will hasten the day when the one-mega- 
bit memory chip will compete with the 
256K variety. The Japanese may domi- 
nate 256K-chip markets and production — 
now; however the race to be the first to 
make one-megabit chips commercially is 
still wide open. 
















Volvo 1981 30 

1983 70 

Leo 1984 100 
1984 35t 
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d to`buy a 20% stake in Fermenta 
El-Sayed retains a 75% controlling 
terest) and will partly pay for that by 
lling Mr El-Sayed .its 30%. stake in 
esson, a small engineering and drugs 
firm. 

‘Meanwhile, Mr El-Sayed. says he wants: 

buy for cash Volvo's 40% voting stake 

Swedish drugs firm, Pharmacia 

this may, eventually, lead to a con- 
ling interest). Mr El-Sayed: intends 
| ke over the rest of Sonesson and | 
offering shareholders a 30% premium 
in Sonesson’s share price to be paid in 
cash or in Fermenta shares. The whole 
eal, worth SKr4 billion ($800m), could 
put together by March because about 
alf.of Sonesson’s is owned by Volvo and. 
is friends. 
Ivo has for the last few years been 
ing up its pharmaceutical-assets,. par- 
arly through: Sonesson (see table). 
onesson owns Leo, whose main product 
; a chewing gum designed to wean smok- 
rs off tobacco; Gambro, which has 20% 
the world market in products for kid- 
dialysis; and Ferrosan, which makes 
rugs to treat heart and mental illnesses. 
armacia is making. money from. Hea- 
on, an aid to eye surgery: Mr El-Sayed 
plans to hive off Sonesson’s engineering 
assets and will. probably. consolidate 
onesson's drugs businesses into Pharma- 
and Fermentai. 
Mr El-Sayed bought Fermenta in 1981, 

















A voyage of growth 


Fermenta’s: 




















Pre-tax profit 


Sales 
(Skr bn) {Skr m) 
4.27 442 
} 0.75 135 
14 23 
} na Wa 
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when it only made penicillin, He paid a 
single krona for the loss-making plant to 
its then-owner Astra, Sweden’s biggest 
drugs company (at least until this latest 
deal takes Fermenta into first place). 
Backed by Electrolux, the Swedish engi- 
neering group, Mr El-Sayed invested a 
further SKr30m in Fermenta. During 
1985, Electrolux sold off most of the 20% 
stake it had in the company. 

Since 1981, Fermenta has been devour- 
ing other drugs firms. In early 1985, it 
doubled. its size by taking over Pierrel, an 
Italian drug firm, for SKr300m. Laterin the 
year, it agreed to buy several other smaller 
European drugs companies. At the same 
time, itset up two deals in America, worth 
$184m, to buy sps Biotech, a subsidiary of 
Diamond Shamrock (which will receive an 
8% stake in Fermenta in payment). and 
Vertac. It also bought a stake-in the 
biotechnology firm KabiGen after aban- 
doning plans to buy KabiGen’s state- 
owned parent Kabi-Vitrum. That followed 


Mr Robert Hersant—‘‘le papivore’’, the 
paper-eater—has taken another large 
mouthful. But it is the French govern- 
ment that is finding it hard to swallow Mr 
Hersant’s acquisition of Delaroche, a 
publishing company that owns the lead- 
ing daily paper in Lyons, Le Progrès, 
and four smaller ones. 

The government has set in motion the 
legal machinery to block the deal. Under 
French antitrust law, Mr Hersant’s move 
is illegal. So, too, is a simultaneous 

takeover by Mr Hersant’s son Philippe of 

L'Union, a bankrupt newspaper in 
Rheims. But Mr Hersant has never been 
deterred by official hurdles. With parlia- 
mentary elections due in March, he 
hopes to skip over them once more. 

The law that Mr Hersant is defying 
was passed in late 1984—with him in 
mind. It forbids multiple ownership of 
French newspapers by any group that 
controls more than 15% of the total 
circulation’ of ‘either national (ie, Pari- 
sian) or regional newspapers—or 10% of 

either if both kinds of paper are owned. 


m human growth hormone. 


Fermenta will probably have made a 
pre-tax profit of SKr325m on sales of 
SKr1.4 billion in 1985—respectively quad- 
ruple.and triple the previous year's. fig- 
ures: The new American and Swedish 
assets could mean more sales and profits 
increases for 1986, 

Itis still not clear why Volvo has agreed 
to deal. It will lose controlling interests in 
firms where it spent time and money 
sorting. out resent Bln One expla- 

nation may be that | onesson’s chairman, 
who took the company into the pharma- 
céutical business, was forced to leave the 
firm after allegations that he and others 
unfairly. benefited’ from’ Leo’s public 
share offering: On the other hand, Volvo 
may reckon that it would be better off .. 
letting Mr El- ‘Sayed run ‘what is a smal 
corner of its empire. 


South Africa 


The black and 
white metal — 
















































JOHANNESBURG 


South Africa’s two most bitter labour 
foes—-Gencor, a mining company, and 
the black National: Union-of Mineworkers 
(NUM)}—are at each other's throats again. 
Gencor has fired two-thirds of the 30,000 
black miners at the platinum mines run by 


Hersant defies the anti-Hersant law 


PARIS 


The only group that comes near to fitting 
that description is the Hersant group. 
Until mow ‘it has, escaped prosecution . “ 
because. the law is not retroactive. The: 
purchase of Le Progrés makes Mr Her- 
sant liable. 

Even before his latest acquisitions, Mr 
Hersant controlled 19 daily papers (three 
of them, Le Figaro, France-Soir and 
L'Aurore, based in Paris) and more than 
20 periodicals and special Sunday publi- 
cations. With about lm copies of his 
national papers sold each day, Mr Her- 
sant is reckoned to have about 40% of 
the national newspaper market. This 
week Le Figaro started carrying a banner 
proclaiming itself France's. leading na- 


“tional newspaper (a circulation boast 


which is true only if sales of the Saturday 
paper. which tomes with two bright 
magazines, are used to boost. the daily 
average). Overall circulation of a further 
im. for the 16 regional papers gives him 
about 20% of that category, too. 
The new row is aggravated by the fact 
that Mr Hersant’s latest purchase creates 












its associate company, Impala. Many of 
the others could soon be sacked. 

The dismissals, the largest such action 
in South Africa, reflect Gencor’s tradi- 
tionally tough approach to its workforce. 
They followed a walk-out by miners after 
pay talks broke down. The mass sackings 
are a challenge to the NUM, which claims 
widespread support at Impala. But the 
implications run deeper than that. 

The NUM is the most influential mem- 
ber of the new non-racial but black- 
dominated Congress of South African 
Trades Unions (COSATU). With an affiliat- 
ed membership of over 500,000, COSATU 
was set up in December 1985 amid clouds 
of militant rhetoric. Its president, Mr 
Elijah Barayi, an NUM official, promised 
that COSATU would use its muscle to back 
individual unions in battles with employ- 
ers. Gencor is the first to put that promise 

the test. 

The unions face a tough task at Impala. 
The mines are in Bophuthatswana, a 
black “homeland”. This means that the 
mines are not subject to South African 
labour laws, which forbid firing and selec- 
tive re-hiring of workers, and lie outside 
the jurisdiction of South Africa’s govern- 
ment-appointed industrial court. 

The court has made several decisions 
sympathetic to the fledgling black unions. 
Last November, supporting an applica- 
tion by the NUM, the court ruled that 
Gencor had no right to dismiss black 
workers at its Marievale gold mine simply 
for going on strike. Not only does the 
court’s writ not run in Bophuthatswana; 


a near monopoly (more than 95% of the 
press in the Lyons region—after Paris, 
France's largest and most industrialised 
area. Mr Hersant already owns Le Dau- 
phiné Libéré, a Grenoble paper with a 
strong Lyons edition and a circulation of 
360,000. He also has two smaller papers 
in the Lyons area. By buying Delaroche 
from his long-standing rival, Mr Jean- 
Charles Lignel, Mr Hersant wins control 
of the 300,000 copies of Le Progrès’ that 
are sold every day. He also picks up a 
40% stake in the Parisian Sunday paper 
Journal de Dimanche. 

Mr Hersant’s success with Le Dauphi- 
né was what forced Mr Lignel to sell Le 
Progrès. It had recently been losing 
readers to its Hersant rival, and is reck- 
oned to have lost some FFr40m ($4.4m) 
last year. Despite the hand-wringing 
about Le Dauphiné being taken over by 
Mr Hersant, nobody else was ready to 
rescue it. 

Mr Hersant’s writ will now run wider 
than ever, Apart from owning France's 
me est newspaper group, he also con- 

rols more than 30 local radio stations 
we could soon break into television. 
Though the Mitterrand government de- 
nied him any of the contracts for the new 








neither the NUM nor COSATU have any 
legal standing there. In 1984, the Bo- 
phuthatswana “government” ruled that 
no South African-based unions could op- 
erate inside its borders. 

The sackings have raised the world 
price of platinum to around $360 an 
ounce, the highest since July 1984. Gen- 
cor reckons that it has enough stocks to 
see it through until it can recruit and train 
replacement labour. With some 400,000 
blacks in Southern Africa looking for 
mining jobs, that might be true. 

In the long term, however, a victory by 
Gencor could be costly. It would highlight 
the anti-union bias of most of the home- 
lands, and strengthen demands for sanc- 
tions against companies operating within 
them. And it would provide ammunition 
for those calling for the American car 
industry, which buys a seventh of South 
Africa’s output of platinum, to get its 
supplies elsewhere, ie, the Soviet Union. 


Nuclear power 


Turning point for 
China 


HONGKONG 


American engineering companies—Com- 
bustion Engineering, General Electric 
(GE) and Westinghouse among them— 
look like winning freedom from their 
government to bid for nuclear-power con- 
tracts in China: just before such freedom 


A baron and his press 


fifth television channel, he is tipped for 
control of the state-owned channel An- 
tenne 2. Opposition politicians, who find 
Mr Hersant more congenial than the 
present government does, have said they 
might privatise it if (after?) they win the 
elections in March. 








becomes less worthwhile, There are signs 
that the Chinese are having second 
thoughts about their ambitious nuclear- 
power programme, mainly because they 
cannot afford it. One of the more recent 
is that the authorities have allowed anti- 
nuclear protests by students and people 
living near test zones. 

In consequence, the scrap among for- 
eign firms to build China’s nuclear-power 
plants is going to become harder. The 
number of projects looks set to fall while 
the number of competitors for them rises, 
with Japanese and West German compa- 
nies now entering the fray. Moreover, as 
Britains General Electric Company 
(GEC) and France’s Framatome have 
found in their negotiations over the most 
advanced project, a nuclear-power sta- 
tion at Daya Bay near Hongkong, the 
Chinese are hard bargainers. 

China became gung-ho for nuclear 
power in 1980: distribution problems 
were plaguing its coal industry; oil pro- 
duction had peaked inland and was devel- 
oping slowly offshore; and hydro-electric 
schemes meant flooding valuable farm- 
land. Dangling before foreign firms the 
prospect of $20 billion-worth of plant and 
technology contracts, China declared that 
it would build 10GW of nuclear-power 
generating capacity by 2000. 

This was fanciful. One of the country’s 
vice-premiers, Mr Li Peng, now talks of 
that original plan as being no more than a 
possible target for that date. That is 
China-speak for a scrapped plan. Even 
the vice minister for nuclear power, Mr 
Zhou Ping, acknowledges the restored 
primacy of hydro-electric and thermal 
power in China’s energy policy. 

Other industries are also pinched by 
the drop in China’s foreign-exchange re- 
serves. But nuclear power is among those 
pinched hardest because the sums in- 


volved are so large. The $3.5 billion Daya — 


Bay plant is the biggest non-oil project in 
China involving foreign partners. The 
Chinese turned over every centime be- 
fore reaching agreement in principle with 
Framatome on a price of FFr10 billion 


($1.3 billion) for two pressurised-water — 


reactors. Framatome agreed to arrange a 


package of soft financing, backed by — 


French government export credits and 


WORLD BUSINESS 


with repayment stretched over 12-15 
years after a six-year grace period. 

Like Framatome, GEC eventually had 
to give ground to China’s demands for 
ever lower prices and cheaper financing. 
That it did so more slowly, and thus took 
longer to reach agreement for supplying 
the turbines for the Daya Bay plant, was 
in part because the British government 
did not prove as readily generous as the 
French. In October, GEC’s executives 
walked out of the negotiations when 
China wanted a last-minute extra lower- 
ing of the price. GEC settled in the end for 
a price of around £250m, half the original 
price. Few will ever know the true cost: 
the financial terms—still not likely to be 
finalised until March—have been, excep- 


Brazilian armaments 


tionally, covered by Britain's Official Se- 
crets Act. 

The Daya Bay contract is no guarantee 
for Framatome or GEC that they will win 
further nuclear business in China. The 
Chinese are nervous about becoming de- 
pendent on one foreign supplier of any- 
thing. In November, a team from West 
Germany’s Kraftwerke Union went to 
China to bid to build the reactors for a 
proposed 1 ,000MW plant at Sunan, north 
of Shanghai; Japan’s Mitsubishi Heavy 
Engineering has already supplied a non- 
commercial 300 kW reactor at Qinshan, 
outside Shanghai; and the Americans are 
champing at the bit. Wisely seeking alter- 
natives, GEC is pursuing a thermal-power 
contract in north China. 





Boom-booming 


Like many things in Brazil—from debt to 
democracy—the arms industry is grow- 
ing. The new government has neither 
desire nor money enough to spend heavily 
on its own armed forces. So Brazil's arms 
makers have had to look abroad for sales. 

For both Engenheiros Especializados 
(ENGESA), and the state-owned Empresa 
Brasileira Aeronautica (EMBRAER), the 
engineering groups that are Brazil's lead- 
ing arms makers, exports of weaponry 
account for at least half of total sales. So 
Brazil has become the world’s fifth big- 
gest arms exporter, after the United 
States, the Soviet Union, Britain and 
France. For wheeled armoured vehicles, 
it claims to be the world’s biggest export- 
er. Most of the sales have been to the 





Flying up from Rio 
54 


RIO DE JANEIRO 


Middle East (eg, Avibras Aeroespecial’s 
recently announced $10m sale of 300 
Astro-2 rocket launchers to Saudi Ara- 
bia), but the arms companies are turning 
to America and Europe now. 

EMBRAER sold $75m-worth of arms 
abroad in 1984. Its total sales that year 
were $140m. It reckons that arms exports 
accounted for $120m-125m of its estimat- 
ed sales of $220m in 1985. ENGESA says it 
exported $600m-worth of arms in 1985. 
But calculating a total figure for the 
Brazilian arms industry's exports is diffi- 
cult. The country’s foreign-trade agency, 
CACEX, forecasts exports a third higher in 
1986, at $800m, than in 1985. Add in arms 
exports that are recorded in the trade 
figures under benign headings, and the 


true figure could be nearly double that. 
The industry itself talks of a 20% growth 
in exports this year. 

That will be easily fulfilled if ENGESA’s 
negotiations to build light tanks in Saudi 
Arabia come to fruition. The proposed 
deal, worth anything between $1.5 billion 
and $3 billion over several years, is to 
make 500-1 ,000 Osorio tanks at a factory 
to be built in Jeddah. This might then 
supply Iraq and Jordan. The Osorio is 
Brazil’s most ambitious military project 
to date. ENGESA has already spent $50m 
developing it. 

ENGESA, which claims to make half the 
non-communist world’s wheeled ar- 
moured vehicles, now has 50 of its staff 
building Urutu armoured cars in Iraq. It 
says it has sold more than 5,000 Urutu 
cars and Cascavel armoured personnel 
carriers—mostly to customers in the Mid- 
dle East—since selling the first one ( 
Libya) less than 15 years ago. The Unitvu 
States army is interested in the Urutu: it 
has two under test. FMC, the American 
industrial-machinery and chemicals mak- 
er, would make it under licence should 
the American army decide to buy. 

EMBRAER’'s most successful military 
product and export is the Tucano trainer 
aircraft (selling at $1.2m-1.5m each). It 
sold 130 of them (to be built under licence 
by Shorts of Northern Ireland) to Brit- 
ain’s Royal Air Force at the beginning of 
1985 and 40 to Venezuela at the end of it. 
It hopes shortly to close deals to sell a 
further 30 to Nigeria and 44 to Argentina. 
The Tucano is also manufactured under 
licence in Egypt. The American air force 
is considering buying up to 650 Tucanos. 

Another purchaser might be Libya. It 
signed a $250m contract in 1981 to buy 
armoured cars, bombs, rockets and 
launchers from Brazil. Its actual p"-- 
chases in 1984 were only $9m, down fri 
$19m in 1983, following a political spat 
that year. But the Libyans are known to 
be interested in the Tucano. Libya’s for- 
eign minister, Mr Khalifa Ladfalla, is due 
in Brazil next month for trade talks that 
will include arms purchases. 


Wickes Companies 


First National Bank 
of Cement 


LONDON AND SANTA MONICA 





Can financial services help sell cement? 
Mr Stanford Sigoloff thinks they can. He 
is the boss of Wickes Companies, the 
California building-supplies group now 
recovering from one of America’s biggest 
Chapter 11 bankruptcies. One of the most 
inventive features of Wickes’ reorganisa- 
tion was that it kept its European opera- 
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No joy for Opec (episode 46) 


OPEC's hard-pressed finance ministers 
will need a magnifying glass to find 
comfort in the new-year forecast of the 
oil market from the Paris-based Interna- 
tional Energy Agency. The IEA reckons 
that oil demand in non-communist coun- 
tries may pick up marginally in 1986 
(from 45.6m to 45.7m barrels aday), but 
that non-OPEC producers will more than 
meet that by pumping an extra 500,000 
barrels a day (b/d). 

As oil stocks are still at comfortable 
levels and are more likely to be drawn 
down than built up during 1986, the 
conclusion seems plain enough: demand 
for OPEC's crude oil will fall again: per- 
haps to 15.5m b/d on average during the 
year, against 15.9m b/d in 1985, 17.2m 
b/d in 1983 and 1984, and the peak of 
30.7m b/d in 1979 (all the figures exclude 
OPEC's gas-liquids and condensate pro- 
duction of about 1.3m b/d). 

To hold output down to that likely 
level would be hard enough for OPEC 
even if it were still sticking to its old 


tions out of Chapter 11. Now, while other 
European building-supplies retailers are 
expanding into household durables like 
barbecue grills and swimming pools, Mr 
Sigoloff is moving Wickes smartly into 
Britain’s financial-services revolution. 

He has struck deals with the Royal 
Bank of Canada, the Sun Alliance insur- 
ance group, Pickfords Removals and is 
hiring lawyers and estate agents to offer a 
package of financial-and-associated ser- 
vices to home buyers and improvers. 
Customers can find a house, arrange a 
valuation and surveys and fix a mortgage, 
buy the supplies needed to do the place 
“=, get moved in and let the customer pay 

the bills from a Wickes account. 





Sigoloff mans Wimbledon's barricades 
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policy of bolstering prices by production 
rationing. But now OPEC says it intends 
to defend not prices but a market share 
of at least 17.5m barrels a day. So if oil 
ministers carry that through, the result 


Everything is available under one roof— 
which is the roof over the Wickes store in 
Wimbledon in suburban south-west Lon- 
don. Wickes has 55 more DIY stores in 
Europe and is extending the services into 
more of them, starting in Farnborough 
later this month. 

Mr Henry Sweetbaum, chairman of the 
European holding company, Wickes PLC, 
dreamt up the scheme, prompted by 
Sears, Roebuck’s mixing of financial ser- 
vices and retailing. Mr Sweetbaum is not 
the first to see profit in Mrs Thatcher's 
vision of a property-owning Britain. Brit- 
ish banks and building societies are add- 
ing services to woo home buyers; the 
giant Prudential insurance company (like 
Lloyds bank,) has bought a chain of 
estate agents; and J. Sainsbury, a grocer, 
is just one high-street retailer building 
superstores to cash in on the Diy boom. 
But Wickes is offering a wider range of 
services than any rival; it is also the first to 
marry building supplies with financial 
services. 

Competitors in the DIY business, such 
as Texas Homecare, are doubtful about 
offering more services to customers: 
mindful, perhaps, that Britain's Wool- 
worth lost £400,000 on a deal to lease 
floor space to an estate agency. Mr 
Sweetbaum is not worried. He thinks that 
he can attract customers on price; he 
wants Wickes to sell financial services as a 
package for 25-50% less than they would 
cost if bought separately. 

Mr Sweetbaum also believes he can 
create a captive market. He reckons that 
Wickes’s customers are inveterate im- 
provers, move house frequently and tend 


WORLD BUSINESS 


should be what most others are already 
expecting in 1986: a price fall. 

Clearly, OPEC was living on borrowed 
time in the last few months of 1985. The 
IEA reckons that there was an underlying 
surplus of supply over demand of 1.1m 
b/d in the last quarter of 1985. This was 
disguised until the final weeks of the year 
by shortages of particular products in 
some areas, an unusual fourth-quarter 
build-up of stocks and a probable in- 
crease in the amount of oil slopping 
around the holds of tankers at sea. This 
let OPEC raise its output to 18m b/d 
(where it still appears to be) without 
sending prices crashing. 

OPEC will not be able to repeat the trick 
so easily in 1986, even if it wants to try. 
True, the volume of crude-oil and prod- 
uct stocks held by the oil companies has 
fallen by a third since 1980. But in terms 
of future days’ consumption, the world 
still has 94 days of supplies to live off. 
This is slightly fewer than the average 
for the past five years, but still higher 
than the normal level of stocks the world 
got by on throughout the crises of the 
1970s. 





to be wary of professionals such as bank 
managers, Wickes keeps in touch with 
potential customers by sending cata- 
logues to householders near its stores. 
Wickes’s European operations have 
played a big part in the group’s recovery. 
Mr Sigoloff got them out of money-losing 
joint ventures with building-supplies 
wholesalers in the Middle East, shut the 
French businesses and told the stores in 
Britain, Belgium and Holland to concen- 
trate on small contractors and DIY buffs, 
so cutting stock levels by two-thirds. 
Wickes now plans to open more stores. 
Mr Sigoloff will float off 15% of Wickes 
PLC later this month. It is an impressive 
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recovery, but when he looks at ways of 
expanding by acquisition (he has already 
bought Gulf+Western’s consumer-and 
industrial-products division in America), 
he will remember that it was the takeover 
of the debt-burdened Gamble Skogmo 
retail group that started Wickes’s slide 
into Chapter 11. 


Group Lotus 


Forward to the 
drawing board 


Group Lotus gives hope to those who say 
British industry must move from metal- 
bashing to high-tech services. For, be- 
sides making its famous sports cars, Lotus 
also sells its engineering expertise. In 
1985, fee income from consultancy work 
accounted for less than half of sales of 
£20m, but probably for more than 70% of 
an estimated pre-tax profit of £600,000. 
By 1990, Lotus hopes to have sales of 
£60m, with £20m of it fee income. 

Lotus is the only carmaker apart from 
West Germany’s Porsche in the business 
of engineering consultancy. It has only 
one-tenth the number of Porsche’s 2,500 
engineering staff, but by May this should 
rise to 350 to help cope with the £30m- 
worth of consultancy work on its books 
for the next four years—94% of which is 
work abroad. It has 17 clients, including 
Chrysler, for which it is designing a new 
generation of engines. 

Lotus’s most exciting—and potentially 
most profitable project—is a new form of 
suspension. It controls wheel movement 
by linking through a computer electronic 
road sensors to hydraulic rams on the 
wheels. Its enthusiasts say this gives a 
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much more comfortable ride than con- 
ventional sprung suspension—but with- 
out sacrificing the handling characteristics 
of a sports car. 

Lotus has seven active-suspension con- 
tracts. These include specialist carmakers 
like Britain’s Rolls-Royce as well as 
American and Japanese volume manufac- 
turers. Lotus’s chief executive, Mr Mike 
Kimberley, sees the proprietary technol- 
ogy in use by the early 1990s. The only 
rival developing it is Daimler Benz, which 
Mr Kimberley reckons is two or three 
years behind. 

It is only in the past two years that 
Lotus has had the backing to exploit its 
in-house expertise. The company nearly 
came to grief in the recession of 1980-81 
and was further embarrassed by the con- 
nection of its late founder, Mr Colin 
Chapman, with Mr John DeLorean's 
sports-car project. In mid-1983, a white 
knight, Mr David Wickins, now the Lotus 
chairman, rode to the financial rescue. 
His master company, British Car Auc- 
tion, has a 29% stake in Lotus. Toyota, 
Japan's largest carmaker, has 22%; and 
J. C. Bamford Excavators, 19%, 

The motor-racing side of Lotus is now 
run as a separate company, Team Lotus. 
Group Lotus makes the sports cars re- 
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sponsible for its engineering prestige. Th- 
company exported 30% of the 800 or: 
cars it sold in 1985; to sell more it is now 
rebuilding its American dealer network. 
Its next model, the x100, will go into 
production in mid-1987. Lotus showed 
with the DeLorean motor that it could 
change a blank sheet of paper into a car in 
21 months for just £10m. General Motors 
(a Lotus client) takes five years and 
spends £500m to do the same trick. 


Fat pickings from slimming foods 


At any time, one in ten Britons is dieting 
to lose weight. Another two or three 
should be. More and more of the others 
are taking care that they will not need to. 
British food firms are now making lots of 
pounds sterling from the shedding of 
pounds avoirdupois. 

What the food industry calls “slim- 
ming foods” are not just for dieters: 
skimmed milk, yoghurt, low-calorie soft 
drinks and crispbread all have wide ap- 
peal. Mintel, a market-research firm, 
reckons that in 1984 (the latest full year 
for which figures are available) Britons 
spent £839m ($1.1 billion) on “slimming 
foods”, Big food manufacturers have 


struggled to prosper in a total food 
market that has not grown in real terms 
over the past five years. So they have 
exploited this new market niche, particu- 
larly by selling low-calorie versions of 


traditional foods. Skimmed milk had 
sales of £315m in 1984, low-fat yoghurts 
of £165m. 

The slimming-foods market is now 
probably approaching £1 billion. The big 
food companies have started to exploit 
the economies of scale in marketing by 
making ranges of products rather than 
individual ones. Examples include St 
Ivel’s Shape brand of low-fat cheeses. 
milks. yoghurts and spreads: and Ranks 
Hovis McDougall’s Energen range of 
low-calorie drinks, crispbreads. starch- 
reduced rolls and jams. 


These trends have combined with de- 
mographic changes to create the most 
profitable new market niche of all: con- 
venience health foods. In 1961. two in 
five British households consisted of a 
married couple with children. Now. few- 
er than two in seven do. Two in nine are 
single-person households. 

Findus, the British frozen-food subsid- 
iary of the Swiss multinational. Nestlé, is 
one of several firms (among them Boots 
and Marks and Spencer) to have 
launched a range of pre-prepared low- 
calorie dishes. Its Lean Cuisine range 
had sales of £15m in 1985 (its first 
year)—50% more than the company had 
expected. It hopes to repeat the success 
of Stouffers. Nestlé’s frozen-food firm in 
America. whose sales of Lean Cuisine 
helped take it from third place to market 
leader in frozen food. 
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IMF stand-by loan. 

A handy barometer of the bankers’ 
view of Mexico is the discount to face 
value at which its debt trades on the 
secondary market. This has fallen from 
over 80 cents to the dollar to only 70 cents 
during the past six months. 

Much of the reversal of Mexico's for- 
tunes can be blamed on the slump in oil 
prices. Oil accounts for 70% of its exports 
and each $1 drop in the price of a barrel 
cuts its revenues by $500m a year. How- 
ever, the sympathy of Mexico's creditors 
has been sorely tried: the government's 
sloppy economic management has al- 
lowed both imports and inflation to rise. 

The same combination of factors— 
falling oil prices and lax economic man- 
agement—has also pushed Nigeria high 
up the list of problem debtors. The drop 
in oil prices is squeezing its debt-servicing 
capacity: oil revenues (95% of total ex- 
ports) have fallen by 60% since 1980. 
Nigeria’s $20 billion or so of debt puts it 
among the 15 big debtors who may bene- 
fit from Mr Baker's plan, but it is unlikely 
to be eligible for new money while it 
continues to shun the IMF. Talks with the 
Fund, which could have delivered a $2.5 
billion loan, broke down in December 
over two issues: fuel subsidies and the 
grossly overvalued naira. 


Mexico looks at Baker’s cake, 
Nigeria at a ceiling 





| owe more than you, Miguel 


When the presidents and finance minis- 
ters of two of the world’s biggest debtor 

yuntries meet, international bankers 
wnd to see a conspiracy to default: but 
not when one of the “conspirators” is the 
United States, now both the world’s big- 


money (it is looking for $4 billion from 
banks and multinational institutions this 
year), it will be unable to meet even its 
rescheduled debt repayments in 1986, At 
Mexicali, President Reagan gave his sup- 
port and promised to help speed up a new 


Instead, Nigeria is trying to go it alone. 
The president, Major-General Ibrahim 
Babangida, made some tough-sounding 
resolutions in his new-year budget, but, in 
the face of intense public opposition, he 
stopped short of devaluation. The mea- 
sures were designed to persuade Nigeria’s 
creditors to reschedule its medium- and 


gest debtor and the developing countries’ 


biggest banker. Last week’s talks be- External debt 1985 
were President Ronald Reagan and Total debt as % of debt- interest payments 
Mexico’s President Miguel de la Madrid $bn exports of goods service as % of exports 
at the border town of Mexicali assuaged K me and one io A 
-> far >m i entina 
bankers’ fears that the debt problem ts Bavia 4 453 22 8 
again getting out of hand. Brazil 99 312 41 37 
The talks focused on the plan of Mr : 

EAR Chile 21 432 53 43 
James Baker, the United States treasury Colombia 13 247 38 22 
secretary, to lend $20 billion of new Ecuador 8 245 41 34 
money over the next three years to the 15 Ivory Coast 7 212 26 18 
biggest third-world debtors, if (a big if) Mexico 97 340 59 35 
they commit themselves to economic re- Morocco 14 430 48 26 
forms. This week, bankers met with IMF ene 5 on 2 ks 

: ae ` eru 

and World Bank officials in Washington Philippines 27 355 35 27 
to thrash out the details. Mexico is high U 5 395 45 96 
on the list of potential beneficiaries of the yega la 35 303 34 33 
Baker plan. Yugoslavia 19 134 26 14 


The country’s fortunes have deteriorat- 


A “Principal and interest payments as % of exports of goods and services. 
ed to such an extent that, without new 


Source: Manufacturers Hanover. 
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long-term debts without the usual IMF 
agreement. 

President Babangida’s diplomatic skills 
are unlikely to win him many friends. 
Following the Peruvian example, he im- 
posed a ceiling on debt-service payments 
of 30% of export earnings. The finance 
minister, Mr Kalu Kalu, later softened 
this approach and called it a “target” 
rather than a ceiling. In 1985, Nigeria’s 
debt-service payments absorbed 40% of 
its exports; this year they were expected 
to rise to 60%. It can make sense to relate 
a debtor’s repayments to its exports earn- 
ings, especially where export earnings 
fluctuate beyond its control. But creditors 
prefer the idea to come as a request 
rather than an ultimatum. 

Will any other big debtors try to impose 
debt-service ceilings? With interest pay- 
ments absorbing only 15% of exports, 
Nigeria's 30% limit does at least allow for 
some capital repayments. Others are not 
in such a happy position. For example, 
interest payments alone absorb 35% of 
Mexico’s exports and 52% of Argenti- 
na’s. However, most Latin-American 
debtors have more to lose from imposing 
any sort of repayment freeze. Mexico’s 
finance minister, Mr Jesus Silva Herzog, 
would be loth to throw away the hard- 
earned goodwill of the financial world. 
Nigeria has less need of friends. 


Two-way Street 


NEW YORK 


Fortunes can still ebo and flow on Wall 
Street as fast as the Red Sea in Moses’s 
day. Investors who timed their buying 
and selling carefully could have made a 
$1m profit on a $30,000 investment in 
Pennzoil options within 24 hours on 
January 7th. When the news wires dis- 
closed that Pennzoil and Texaco might 
resolve their bitter legal dispute by 
means of a merger, the price of options 
to buy Pennzoil stock shot up. The deal 
fell through late in the day when the 
Pennzoil board, meeting in Houston, 
declared the Texaco offer unacceptable. 

On the next day, January 8th, inves- 
tors got their biggest jolt for years. The 
Dow Jones Industrial Average fell by 
39.1 points (2.5%) to 1526.61, its largest 
one-day fall since September, 1929 
(though not so dramatic in percentage 
terms since the market was at an all-time 
high). The reason for the fall? After 
hearing that unemployment in America 
fell in December to its lowest level in 
more than five years, Salomon Brothers’ 
sage, Mr Henry Kaufman, pronounced 
that the Fed had no need to cut its 
discount rate. Mr Kaufman told the 
world his view at 2.30 in the afternoon. 
Between 3pm and 4pm, the market's last 
hour of trading, the index lost 24 points. 





Roskill committee 


No protection 
without conviction 


One or two niggles apart, this week's 
report on fraud from the committee head- 
ed by Lord Roskill, a British appeal court 
judge who retired this week, will have a 
warm reception in the City of London. 
The City’s self-regulatory bodies—set up 
under the new Financial Services Bill to 
protect investors—have limited powers to 
deal with criminals: their ultimate sanc- 
tion is to ban them from the marketplace 
and pass their findings to the police. If the 
bulk of the committee’s recommenda- 
tions are fast enshrined in law, the fraud 
squad (with or without the co-operation 
of the self regulators) should find it easier 
to gain convictions. 

Roskill has put forward no less than 112 
recommendations. The proposal for a 
fraud-trial tribunal (a senior judge and 
two lay assessors) for complex cases is the 
most controversial, although jury trial 
will continue for most fraud cases. More 
significant are suggestions for speeding 
up the investigation and prosecution of 
fraudsters, changing the conduct of fraud 
trials, and for streamlining the rules of 
evidence. Among the suggestions, some 
of which could apply to criminal proceed- 
ings in non-fraud cases, are: 

@ Closer co-operation among the dispa- 
rate bunch that investigate fraud—43 po- 
lice forces, the Department of Trade, the 
Inland Revenue, Customs and Excise and 
the Director of Public Prosecutions— 
perhaps under the aegis of the Fraud 
Commission, which Roskill proposes 
should be set up to oversee the progress 
of fraud cases. 

@ More resources in virtually every area 
of fraud investigation and prosecution; 
more competent trial judges and barris- 
ters; and more police with the necessary 
legal and accountancy skills. A career 
Structure within the fraud squads is also 
needed. In the Metropolitan police fraud 
squad for instance (and unlike the City of 
London police fraud squad) officers are 
transferred to other divisions after only a 
few years on the job. 

@ Judges should be allowed to admit 
documents (even photocopies) as evi- 
dence without witnesses having to attend 
to authenticate them. Sworn statements 
from witnesses made overseas should also 
be admissible evidence. This will avoid 
long and tedious oral evidence. Also, the 
use of charts and other visual aids (eg, 
videos) should be admitted. 

@ The peremptory challenge of jurors 
(which is often abused) should be abol- 
ished, although jurors would still be sub- 





Eth ; 
The judgment of Roskill 






ject to challenge—for example, if a pro- 
spective juror trying a member of Lloyd's 
of London were also a Lloyd's 
underwriter. 

@ Nobody should sit on a fraud jury who 
cannot read, speak and understand Eng- 
lish without difficulty. (Roskill should 
also have made numeracy a 
qualification. ) 

Few seasoned practitioners of fraud 
law would disagree that the current sys- 
tem is antiquated and weighted heavily in 
favour of the defendant. Roskill seeks 
only to redress the imbalance. Some 
barristers would be happy if the bolder 
suggestions (eg, the admission of more 
written evidence) never reach the statute 
books. Those rules could make for 
shorter trials and leaner fees. 


West German stock market 
Í NEUTE a ee 


Bouncing into 1986 


FRANKFURT 


The West German stock market has 
picked up in 1986 where it left off in 1985. 
After its biggest annual rise (76%) in 25 
years, the Commerzbank Index rose by 
4.6% on January 3rd and by 3.4% on 
January 8th. On two successive days this 
week, heavy buying forced the Frankfurt 
exchange to extend business by half-an- 
hour, the first time anybody could re- 
member this happening. 

The rise in Frankfurt and on West 
Germany's seven other regional ex- 
changes has been largely brought about 
by foreign buyers. In 1985, non-residents 
accounted for about three-quarters of all 
net purchases of shares in West Germany 
(see chart). According to the West Ger- 
man central bank, the Bundesbank, most 
purchases came from Britain (a net DM3 
billion-worth in the first six months of 
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1985) and Switzerland (DM1.95 billion in 
the same period). OPEC investors, on the 
other hand, sold more than they bought 
as the market rose in the first six months 
of the year. 

Despite.a series of headline-catching 
mergers and acquisitions in 1985, West 
Germans have not caught foreigners’ en- 
thusiasm for equities. According to the 
Bundesbank, domestic investors were net 
sellers of West German shares (to the 
tune of DM2.6 billion) in the first nine 
months of 1985. Since then, there has 
been some increase in domestic buying, 
but for most West German institutions 
shares are still too close to the casino. 

Daimler-Benz’s acquisitive growth and 
Deutsche Bank’s coup in buying and 
selling the previously private Flick group 
at a big profit have led the way in 
attracting buyers to car and bank shares. 

Dprccuiation about a big Russian contract 

ted shares in the biggest West Ger- 

man car firm, Volkswagen, by 10% in 
early January. 

Foreigners have been attracted by the 
underlying strength of the country’s econ- 
omy. West German inflation is down to 
2%; the trade surplus hits one record 
after another; interest rates have fallen, 
and the centre-right government in Bonn 
is well-disposed to business. Company 
profits are buoyant—even steel firms are 
reporting greatly improved results. Divi- 
dends announced by major firms last year 
rose by 18% and the outlook is for 
another increase in payments this year. 

A report from the Economics Ministry 
early in January points to a long-awaited 
revival of domestic demand, with home 
orders rising twice as fast as export or- 
ders. Previously depressed retailing 
shares are being titillated by the prospect 
^f tax cuts putting more cash into con- 

mers’ pockets this year. 

The equity boom has brought new 
companies to the market. The market 
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Puff-puff 


“Remember to be patient”, said the 
Fat Controller to Thomas the Tank 
Engine. “You can never be as strong 
and fast as Gordon, the big blue 
engine, but you can be a Really 
Useful Engine.” 


Mr Andrew Lloyd Webber, composer of 
the smash hit “Cats” and other musicals, 
has not had to wait long for his company, 
Really Useful Group, named in Thom- 
as’s honour, to prove its worth. 

On January 14th (the closing date for 
applications), 45% of Really Useful will 
be sold to the public in a tender offer on 
the London stock market. Ata minimum 
price of 320p a share (for a prospective 
price/earnings ratio of 13.2), the compa- 
ny will be capitalised at £35.2m. The 
2.8m shares that 37-year-old Mr Lloyd 
Webber is putting up for sale will, there- 
fore, be worth at least £8.9m; the 1.2m 
offered by Mr Brian Brolly, the compa- 
ny’s managing director, should fetch a 
minimum of £3.8m. 

Really Useful has only one fixed asset 
to speak of—the Palace Theatre in Lon- 
don’s Cambridge Circus where the Royal 
Shakespeare Company's much praised 
“Les Misérables” is now showing. Really 
Useful’s other main assets are the royal- 
ties from all the shows since 1979 for 
which Mr Lloyd Webber composed the 
music—eg, “Cats’’, “Starlight Express”, 
“Song and Dance” and the soon-to-be- 
launched “Phantom of the Opera”. 

Under a contract with Mr Lloyd Web- 
ber, the company also has rights to 
royalties from all the shows for which he 


value of capital increases and shares float- 
ed by a dozen previously privately-owned 
firms amounted to DM6.67 billion in 
1985. Still, only 433 companies, or about 
a quarter of the country’s joint-stock 
firms (AGs), were listed on West Germa- 
ny’s stock exchanges at the end of 1985. 

Anxious to improve that figure, the 
eight exchanges agreed just before 
Christmas to set up a joint association to 
achieve greater co-ordination between 
them. The association is likely to be 
dominated by the two big exchanges, 
Frankfurt and Düsseldorf, which account 
for 80% of stock-market turn-over. 


Junk bonds 
Restrained for now 


WASHINGTON, DC 


Mr Paul Volcker, chairman of America’s 
Federal Reserve Board, has succeeded in 
using the Fed’s powers to restrain take- 
overs financed by heavy borrowing. The 
Fed agreed by a 3-to-2 vote on January 


may (or may not) write the music during 
the next seven years. A bit iffy for the 
stock market? Well, yes and no. True, 
some 85% of the £3.6m net income that 
Really Useful made in the year to June 
30 1985 (up from 1984's £2.1m) came in 
one form or another from the musical 
“Cats”. But a growing share was also 
generated by such things as merchandis- 
ing (£348,000) and theatre management 
(£153,000). 

If Mr Lloyd Webber were soon to be 
run over by a double bass, Really Useful 
could claim on its “key man” insurance 
policy. But potential shareholders 
should have no doubt that Mr Lloyd 
Webber, as the Fat Controller would 
doubtless say, is really a lot more useful 
to the company alive than dead. 





8th to apply its margin rule to shell 
companies set up to make stock-market 
raids financed with borrowed money. The 
rule restricts to 50% the proportion of 
any loan for buying shares that can be 
secured by the shares themselves. 

The Reagan administration and Drexel 
Burnham Lambert, the Wall Street firm 
which specialises in the high-risk 
(“junk”) bonds used for such takeovers, 
campaigned hard against the Fed's deci- 
sion. Like previous attempts to extend 
the Fed's authority—for example, into 
the gaps left uncovered by America’s 
feeble banking laws—the decision may be 
overturned in court. It could also be 
undermined soon by new ruses invented 
on Wall Street. 

Shell companies are often used for 
arranging takeovers, but are particularly 
useful when a small raider is tilting at a 
much bigger company. The shell compa- 
ny promises to issue high-yield bonds to a 
group of underwriters to pay for shares in 
the target company. Small raiders often 
do not have the assets to pledge against 
the huge loans they need to bid for bigger 
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The lord, the aunt and the umpteenth decimal place 


Imagine that your dear Aunt Agatha 
owns 500 shares in Imperial Group. Imps 
is the British tobacco-and-food group 
currently trying to cuddle up with United 
Biscuits while being pursued by Lord 
Hanson’s bricks-to-batteries conglomer- 
ate Hanson Trust. Through Aunt 
Agatha’s letter-box this week dropped 
Hanson Trust’s offer for her 500 shares: 
200 Hanson shares and £532 nominal of 
Hanson 8% convertible stock. That was 
worth, on December 30th (the latest 
practicable date), £1,183.36 according to 
the offer document. Rather less than the 
value the market currently puts on her 
Imps shares and with less income too. 
Never mind. Maybe Aunt Agatha 
wants to pitch in with Lord Hanson 
anyway. Perseverance and the American 
courts have hooked him scm, valued at 
some $930m. After that, Hanson Trust's 
shares are bound to rise, aren't they? 
And Aunt Agatha can always convert 
that £532 nominal of convertible into 
more Hanson shares. But how many 
more? Funny, the offer document does 
not seem to say. Ah, there it is among 


firms. So bonds issued by some shell 
companies set up to do these deals are, in 
theory, unsecured. 

In practice, the Fed argues, raiders’ 
bank loans and bonds are secured indi- 
rectly against the shares their shell com- 
panies buy. That should make shell com- 
panies subject to the margin rule, unless 
they can show that the purpose of the 
shell was to carry out a merger, not to 
punt on another company’s shares. 

Mr Preston Martin, the Fed's vice 
chairman, and others—like Drexel Burn- 
ham—disagree. They say that junk-bond 
buyers expect to be repaid from the cash 
flow of the company which is being taken 
over, not from the sale of the target 
company’s shares. And in the takeover 
game, there is no way to tell whether a 
shell company raising unsecured junk 
bonds is investing (ie, speculating) in a 
target firm's shares, or forming a holding 
company to arrange a takeover. 

Takeover artists on Wall Street reckon 
it needs no more than a few months for 
raiders and defenders to get round the 





the “definitions”: look at Part 9 of the 
accompanying listing particulars, the 
long grey document that small share- 
holders like Aunt Agatha habitually put 
straight in the wastepaper-basket. Fish it 
out and turn to page 45. 

For every 195p nominal of convertible 
stock, she will get precisely 37.7194889p 
nominal of ordinaries (or 50.2926519p 
assuming Hanson goes through with its 
proposed one-for-three scrip issue). 
Why all these decimals? What is this 
mysterious 195p? Some historical hang- 
over, maybe (in fact, yes). But Aunt 
Agatha wants to know how much 100p 
nominal would bring her. Out with the 
calculator, round off to the sixth place 
of decimals, divide by 195, shift the 
decimal point and... got it, auntie: 
19.343327p. 

How many shares is that? Back to the 
definitions to discover the par value of 
Hanson's ordinary shares: to whit, 25p. 
Divide by 25 and you learn that each £1 
of convertible stock is worth 0.77373308 
of an ordinary share. Now multiply by 
532 and you have the answer: 411.62599 


legal booby-traps set by each side. The 
same may prove true of Mr Volcker’s 
margin rule. 

The Fed must have known there would 
be a row, and that may be just what it 
planned. Mr Volcker is worried by signs 
of rising debt and shrinking equity on 
balance sheets, and the tendency of all 
financial markets to adjust only after they 
have gone too far. He can hardly expect 
to be thanked for saying so. 


Hongkong banks 
Facing the tiger 


HONGKONG 


When it ends on February 8th, the Chi- 
nese Year of the Ox will go down as one 
of the worst on record for Hongkong’s 
banks. This week, the Peking-based Chi- 
na International Trust and Investment 
Corporation (CITIC) stepped in to rescue 
Ka Wah Bank, the third publicly-owned 
Hongkong bank to have gone bust this 
Chinese year. The others: Overseas Trust 
Bank, which failed in June owing HK$3 
billion ($385m), and Hongkong Industrial 
and Commercial Bank. Hongkong’s fi- 
nancial secretary-designate, Mr Piers Ja- 
cobs, must be hoping that the coming 
Year of the Tiger, which presages dis- 
agreement and, sometimes, disaster—will 
be less disastrous. 

CITIC is buying around 90% of Ka Wah 
in return for new money. At the end of 
1984, Ka Wah had shareholders’ funds of 


shares. 

Oops, what about that scrip issue? 
Too bad if you have already deletéd your 
answer; re-enter it and, to get an extra 
share for every three, multiply by 
1.3333333. Here we are at last: 


548.83463. So that’s how many extra 
Hanson shares Aunt Agatha can get, you 
think. Pity Hanson Trust and its two 
highly paid merchant banks, N. M. 
Rothschild and Schroders, could not 


have done the thinking for you. 





HK$530m. It is now reckoned to have 
piled up losses of HK$1 billion from loans 
to Singapore and Malaysia that went 
sour. CITIC’S intervention has saved the 
Hongkong government the embarrass- 
ment of having to pump yet more public 
money into the colony’s shaky banking 
sector—it has put more than HK$2 billion 
into Overseas Trust Bank so far—but in 
return for giving Peking a bigger say in 
Hongkong banking. Ka Wah will now vie 
for business in the colony with the Bank 
of China and its 12 sister banks. 

Mr Jacobs, who takes over from the 
present financial secretary, Sir Joh 
Bremridge, in the middle of 1986, must 
be hoping, too, that efforts to strengthen 
another local bank, Wing On, succeed. 
Hang Seng Bank, a 61%-owned subsid- 
iary of the Hongkong and Shanghai 
Bank, the colony's biggest, has agreed in 
principle to take a controlling interest in 
Wing On in return for HK$330m ($42m) 
of new money. Last year, Wing On made 
a HK$119m loss, after doubtful-debt pro- 
visions of HK$142m. 

To help stop other banks from going 
the same way, the government is intro- 
ducing tougher reporting requirements 
for all banks in the colony. Banks have 
two years in which to squeeze into a set of 
new corsets designed by the banking 
commissioner, Mr Robert Fell. These will 
tighten liquidity requirements; increase 
the capital backing banks must have in 
proportion to their assets; introduce wid- 
er responsibilities for bank auditors; and 
relax the colony’s bank secrecy laws. 
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The ecu 
Old enough to have 
a future 





NEW YORK 


The ecu (a basket of European curren- 
cies) has a fast-growing fan club which 
now includes America’s futures ex- 
changes. They are competing, American- 
style, to grab the market for ecu futures. 
The New York Cotton Exchange was first 
off the mark with its new ecu futures 
contract on January 7th; the Chicago 
Mercantile Exchange hopes to have its 
own version approved by January 15th; 
and Philadelphia’s stock exchange plans 
to trade ecu options by the end of this 
month. The Chicago Board of Trade will 
ollow after merging with the MidAmer- 
«a Commodity Exchange. 

Futures exchanges became interested 
when lending in ecus took off in 1985. 
There were 127 ecu issues in the Euro- 
bond market in 1985, worth $7 billion and 
accounting for over 5% of the market (up 
from 3.6% in 1984). Daily turnover in 
spot and forward currency contracts in 
ecus is now around $13 billion. 

On its first day, the Cotton Exchange 
managed to trade 2,000 ecu futures con- 
tracts. That is modest compared with an 
initial volume of 11,500 contracts when 
the exchange’s index of 10 currencies 
against the dollar opened in November. 
Daily volume in that contract has now 
fallen back to 3,000. 

But the ecu is not going to be a flop 
like the consumer-price-index future 
launched in New York last summer. Only 
72 contracts changed hands on the first 
day, By December, monthly volume was 

wn to a miserable seven contracts. 

All four American ecu contracts are 
designed to allow hedging or speculating 
against currency rather than interest-rate 
risks. Currency futures have grown faster 
than any other type of futures contract in 
the past year because there was more 
uncertainty about the dollar’s exchange 
rate than about interest rates. And cur- 
rency futures fit the exchanges’ plans. 
The Board of Trade, for example, is 
toying with the idea of a Eurobond future 
which would require a broad currency 
hedging instrument. 

The London International Financial 
Futures Exchange (LIFFE) may opt for an 
ecu contract designed for managing inter- 
est-rate risks—ie, something which re- 
flects fluctuations in the interest on, say, 
one million ecus over three months. How- 
ever, the rash of American ecu contracts 
aimed at currency hedging, and a hunch 
that the ecu is already a currency hedge in 
its own right, has made it delay its plans 
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for launching a contract at least until the 
end of June. That is when the Bank for 
International Settlements may agree to 
act as a clearing house for cash transac- 
tions in the ecu, something many traders 
feel is needed as a backstop. 


British newspapers 
Today in the City 


The City of London has traditionally left 
the financing of Britain’s national news- 
Papers to rich men prepared to become 
more famous by becoming less rich. Mr 
Eddy Shah, a publisher of free newspa- 
pers in the north of England and the 
many-times-great grandson of the first 
Aga Khan, is changing that. He has raised 
£22m to launch Today, a hi-tech, non- 
union-dominated national daily tabloid 
newspaper, scheduled to appear in 
March. Not much of his money came 
from the City, but his pioneering has 
made City institutions keen to take stakes 
in other new newspaper ventures. 

The attitudes of many of Britain’s old 
press barons was summed up in a Daily 
Telegraph editorial written when the 
Hartwell family, which had owned the 
paper for 58 years, sold a majority stake 
in December to the Canadian, Mr Conrad 
Black: “It is more important to run a 
newspaper honourably than profitably.” 
Honour there may have been; of profit 
there was little. In the three years 1982- 
84, Fleet Street newspapers contrived to 
make less than £3m profit on sales of £3.5 
billion. Massive overmanning and anti- 
quated production techniques stymied at- 
tempts to make money. 

Mr Shah's newspaper will be revolu- 
tionary (at least for Britain). It will be 
typeset on computers and be printed in 
colour on high quality paper. Mr Shah's 
company, News (UK), will have its own 


R NN 


A : Aan 
The new Shah of Fleet Street 





E A N E 


| 


printing plants and its own distribution 


network, by-passing closed-shop unions 
and slashing costs. Already joining the 
revolution is Newspaper Publishing, a 


company set up by Fleet Street journalists 
to produce a quality daily paper in the 


autumn. Newspaper Publishing an- 
nounced this week that it has raised £2m 
from City financial institutions with 
promises of more. 

The City was slow to take to Mr Shah. 
Merchant banks, he says, were “scared of — 


the unions marching down Threadneedle — 
Street” when he first approached them — 


“a 


early in 1985. Big insurance companies _ 


wished him well but gave him no money. 
Citicorp, Charterhouse Japhet (which is 


now advising Newspaper Publishing) and — 


3i were among institutions that refused to 
lend News (UK) money to buy presses. 
Eventually, the Hungarian State Bank 
stepped in with £8m. 

Scotland was braver. Mr Shah found 
most of his money north of the border. — 
The main investors in News (UK) are 


Trusthouse Forte, British & Common- — 


wealth Shipping, Ivory & Sime, the Scot- 
tish Investment Trust (all of which have — 


representatives on the board), McAlpine, — 
the builders, Candover and Portsmouth 


and Sunderland Newspapers. Since News 


(UK) gained momentum, Mr Shah says 


that many institutions that said no initially _ 


have tried to climb on board. 
Some of them are now backing News- 


paper Publishing instead. Mr Andreas 


Whittam Smith, a former City editor of — 
the Daily Telegraph who is to be chair- _ 


man of the company and editor of the 


newspaper, says that the first six institu- — 


tions he approached (Touche Remnant, 
Murray Johnstone, Witan Investment 
Company, Charterhouse Japhet, Fram- 
lington Group and Newmarket Venture 
Capital) all agreed to invest. None would 
have given him a penny, he says, had not 
Mr Shah shown the way. 
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financial markets 


ive years ago Japans money 
markets were a bore. They were 
ng on exotic names and regula- 
ns, but short on trading vol- 
ume. No longer. In the, past 18 
months Japan has liberalised its 
ign-exchange. market, al- 
wed three new yen instruments 
to be traded—bankers’ accep- 
tances, bond futures and Euro- 
yen bonds—and permitted a live- 
ly market in American Treasury 

bonds to spring up in Tokyo. 
Partial deregulation is only one 
ason why foreign banks and 
‘oking houses are clamouring to 
. Another, more important, 
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_one is Japan's huge pool of pri- 
‘vate and institutional savings 
which outsiders want to tap. 

ou Like New York, Tokyo has a 
medium-sized international mar- 
iket in financial instruments 
erched on top of a big domestic 
one. It has the world's second 
iggest stock and government- 
























tgest: financial institu- 
ions. Yet so long as international 


eal gs in ‘Tokyo’ relied chiefly 


inflow of: foreign: money 
apan, its financial: markets 
mained staid and introverted. 


hore in less regulated’ markets 
ike Hongkong or. London, The 
growth of Japan's. current-ac- 
count surplus and of its pool of 
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nd markets, after. America, | 


J apanese investors traded | 


Japan experiments with free(ish) 


savings has changed that. Capital 
is now flowing out of Japan, not 
into it. In consequence, the busi- 
ness that bankers in Tokyo most 
covet now is fund management. 
Mostly, that means dealing in 
securities—and increasingly . on 
an international scale. 

Hence Japan’s need for new 
financial. markets. The markets 
that have grown fastest are those 
that offer different kinds of secu- 
rities and financial instruments to 
Japanese investors, There has 
been some successful pressure 
from foreign governments to wid- 
en the range of yen assets (and 


thus to give the yen a larger role 
internationally}. But markets 
created by bureaucrats—eg, the 
one in yen bankers’ accep- 
tances—have flopped if they 
have not also appealed to Japa- 
nese investors. 


Yen for dollars... 


The most active new market in 


; Tokyo—that of American. Trea- 


sury bonds—is not in yen, and it 
was not set u 
True, it got a helping hand from 
Japan’s abolition, in 1980, of for- 
eign-exchange controls and 
America’s scrapping in July 1984 
of withholding tax on income 
from bonds earned by non-resi- 


| dents. But the main spur was 


investors’ demand, 
Consider: in 1983, Japanese 


investors. bought and sold $33 
‘billion-worth of foreign bonds, 


énding the year with net pur- 
chases of $12.5 billion (see 








Japanese purchases of 
international bonds 


by bureaucrats.’ 


than $62 billion-worth of foreign 
bonds, which led to net purchases 
during the month of $5.6 billion, 
Some 70% of the bonds traded 
were dollar bonds. In 1983, most 
of the deals were carried, out in 
New York. By the end of 1985, a 
large chunk—$1 billion-worth a 
day, on some estimates-—was be- 
ing traded in Tokyo itself. 





Though the Tokyo figure was 


only a twentieth of the daily vol- 
ume in bonds traded in New 
York, this makes Tokyo the next 
biggest trading centre in Ameri- 
can Treasury bonds. 

Until mid-1984, Japanese in- 
vestors bought American Trea- 
sury bonds mainly to diversify 
their investment portfolios. Un- 
der government ‘rules, institu- 
tions—eg, life insurance firms 
and pension funds—are allowed 
to have 10% of their assets in 
foreign securities. ‘Most. institu» 
tions bought fixed-interest dollar 











Trading turnover 


Net purchases 





securities because they yielded 
about five percentage points 
more than Japanese government 
bonds. 

When withholding tax on 
American Treasury bonds came 
off, dollar bonds began to look 
even more attractive to Japanese 
investors. As company: profits 
boomed on the back of Japanese 
exports,.sO corporate treasurers 
also ‘started to buy dollar bonds. 
As a result, the market changed 
from being dominated by long- 
term investors to one ruled by 
short-term traders. eager to pick 


up. capital gains as well as 


income. 
Increasingly, too, Japanese i in- 


vestors are buying American. 


Treasury bonds with dollars they 
already hold. For instance, Japa- 
nese companies have issued Eu- 
rodollar bonds and. re-invested 
the proceeds in higher-yielding 
Treasury bonds. Others have 
borrowed dollars “short-term to 

























ger fyen towards the end 
of of WBS ep 20% against the dol- 
lar between September 22nd and 
December Ist—has made foreign 
bonds less attractive to investors 
looking for currency gains. Al- 
though net purchases of Ameri- 
can Treasury bonds. dipped. in 
September, trading volume in 
Tokyo has continued to. grow. 
Purchases of dollar bonds in To- 
kyo by Japanese investors may 
swing with the yen, but there is 
no reason to expect trading to 






‘wane as long as American bond 


markets remain lively. 


...andfor — 
Eurobonds | 


Japanese investors’. desire for 
higher yields has also.-spurre * 
issues of yen-denominated boni 
in the Euromarkets. In Apru 
1984, Japan's: Finance Ministry 
allowed Japanese firms to issue 
Euroyen bonds in the Euromar- 
kets; from December 1984 it al- 
lowed foreign firms to issue such 
bonds. And from April 1 1985 it 
exempted non-residents from 
withholding tax on the interest 
they earned from them. 

The issuers and underwriters 
of Euroyen bonds say the market 
is a success. There were 63 Euro- 
yen issues between January Land 
November 30 1985, amounting to 
Y1.4 trillion ($6.3 billion). Inter- 
national Financing Review, 
which keeps track of such things, 
says yen bonds accounted for 
5.2% by value of Eurobond is- 
sues for the whole of 1985, up 
from less than 1.5% in 1984, The 
total is tiny compared with the 
70% share by value held by dollar 
bonds, but well ahead of sterli 
and ecu issues and close behi... 
those for D-mark bonds. 

As the table shows, all ‘but 
seven of the 63 issues between 
January and the end. of Novem- 
ber last year were by non-Japa- 





nese firms. This is mainly because © 


big Japanese companies have 
found it cheaper to issue Euro- 
dollar bonds, either.to. sell for 
American Treasury bonds, or to 
swap for dollars. o0. 

Even: so, Japanese ‘securities 
firms have dominated the new- 
issue’ market in Euroyen bonds 
because Japanese investors have 
been. falling over themselves to 
buy them. So much so that Japa- 


¿nese brokers, keen to pick up 


new business and swap yen issues 
with foreign issuers of dollar- 
denominated bonds, pared their 
prices to the bone—in some cases 
suicidally so. Hence the term 
harakiri swaps. 

Nomura Securities estimates 
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Real and imagined 





‘Tokyo has had a proper market in foreign exchange only since 
os April 1984. Until then foreign-exchange dealers in Japan were 
not allowed to make forward contracts in currencies unless they 
could point to a “‘real demand’---eg, the. company they were 
acting for wanted foreign currency to buy an imported machine 


in, say, three months’ time. 


ii Abolition of the:real-demand requirement was followed, in 
~ July 1984, by new rules allowing banks. to deal directly in 
“currencies other than yen (eg, between sterling and dollars); in 















¿permitted to trade yen intet 


between themselves.’ 





August money brokers were allowed to deal across borders and 
in currencies other than yen; in January 19 


85 brokers were 
in February banks. 





onally; a 


“were given the go-ahead to trade yen across borders and 


`- Thanks- to these freedoms, the volume of foreign-exchange 
trading in Tokyo has soared. The end of the real-demand rule 
_ has had most effect because it allowed companies to speculate in 
foreign exchange. ‘Between March and August 1984 the volume 
of trading in Tokyo between D-marks and dollars, and Swiss 


: i . Franes.and dollars, more than doubled. Between September 
1984 and November 1985, the monthly trading volume between 





nd dollars rose by. 41% to $155 billion; volume between D- 


`: marks and dollars in Tokyo by 8% to $16.3 billion, and that 
~ between. sterling and dollars by 88% to $3.7 billion. 
These totals should be increased by some 15-20% for foreign- 


that some. 80%. of Euroyen i issues. 







The proportion is unlikel 


_ world.trade is denominated in 
yen- Only 4% of Japan’s imports 
__ are now priced in yen. Stil, Japa- 
nese investors’ appetite for for- 
eign bonds has kept the market 
for Euroyen issues strong. Half 






thei issues have been dual-curren- 
ee thein ae 


not so harpy 


con the too fine pricing of 
most issues has denied them prof- 
it; and they complain that thin 
trading i in the secondary markets 

< has reduced liquidity. Partly this 
rapes because: Japanese 

brokers Bate grabbed so 3 many of 





the issues. 


Acceptances: | -few 
takers 


The market in bankers’ accep- 
tances, opened in June 1985, is a 
flop. Foreign governments have 
i: wanted it for two main reasons: 
_oa) to broaden the range of yen 
instruments; and b) to make it 
_ easier for trade to be denominat- 
edin yen: Bankers’ acceptances 
o (BAS are: guaranteed bills of ex- 
change used in trade finance. In 
“the market's first month, Y58.7 
billion-worth of BAs were issued. 
By November the balance out- 
sanding had halved. 


change until a larger share of 


n market. They: 


The Euroyen ladder 
_ Lead management of Euroyen issues, 1985* 


es Number Value Ybn Share 
: Nomura. 2 540 39.3% 
Daiwa : t4 {1 HO 24.7% 
Nikko 165 205.5 = 18% 
Yamaichi § 114 8.3% 
Japanese bankst 7 101.5 7.4% 
Foreign firms 4 72.7 5.3% 
Total 63 (7) 1373.7 100.0% 

of which: 

Dual currency 29 693.7 50.4% 

Zerö coupon 3 635 46% 

FRN 2 0 2.1% 

Convertible o 20 1.4% 


ia | Tdanuary 1st to November 30th. ( } of which issues 


companies..tBanks’ securities subsid- 


“for Japanese 
“aanes overseas. Source: Nomura Securities. 


BAs have three main functions: 
companies use them to finance 
their trade; banks issue them to 
raise cash; and investors buy 
them for their interest income. So 
far, BAs have proved unpopular 
with all three. For starters, they 
are too expensive for companies. 
In June, for instance, the average 
interest payment was 6.3%, plus 
the banks’ spread of 0.5-2%. 


` That puts the total cost of a BA at 


at least 6.8%, compared with a 
short-term bank loan of 5.5%. 
For most investors, the net yield 
is less than that available on cer- 
tificates of deposit, BAs main 
rival. 

The market in BAs has proved 
irresistible to heavy-handed regu- 
lators. Japanese Bas, unlike 
American ones, are subject to 
stamp duty. Cumbersome rules 
affecting the secondary market 
generate a lot of costly paper- 
work for dealers. As long as the 
banks’ cost-of cash is reduced by 





currency: deals: done directly beiveen one bank and ; 
because, at the: moment, only trading by money brok has to 
be reported to the Bank of Japan. A report by the independent k 
“Group of Thirty” recently put Tokyo in fifth position in 1984 in 
terms of dollar trading volume, equal with Hongkon 
Singapore but well behind London, New. York, Frankfurt and 
Zurich. In 1985, say Japanese banks, Tokyo has pulled vel 
clear of its Asian rivals and looks like staying there... 


Foreign-exchange dealing in Japan 


interbank dealing through brokers 


Turnover (by value); September 1983 = 100 
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artificially-low interest rates, 
there is little incentive for compa- 
nies to issue BAs. 


Futures knock 

The market in bond futures suf- 
fers from a different sort of tour- 
niquet. Opened on October 19 


“ 1985, it was supposed to- help 


dealers hedge their risk on new 


issues of government bonds. In- 


stead, within a week of its launch, 
it had helped a lot of brokers to 
lose a great deal of money. 

When the bond-futures market 
opened, bond yields were drifting 
down. With the yen strengthen- 
ing at the time against the dollar, 
investors believed interest rates 
were bound to fall further. Trad- 
ing boomed. Because investors 
had to put up only 3% of the cost 
of their purchases at the time of 
bidding, volume on the first day 
was more than Y6 trillion ($27.9 
billion), . beating the Chicago 
Board of Trade’s record. The 
euphoria was short-lived. On Oc- 


tober 25th the. Bank of Japan. 


raised interest rates, proving the 
markets wrong. In the flood of 
selling that followed, several se- 
curities firms lost, millions of 
dollars. 

The market has since settled 
down to a daily volume of around 
Y500 billion. Since dealing is by 
telephone, dealers reckon price 
movements will be less volatile 
than on exchanges in, say, Chica- 
go where all trades are done in 
the hubbub of a pit on the trading 
floor. The Chicago Board of 
Trade and London’s Internation- 


‘of interest ‘rates, 


















































al Financial Futures Exch 
LIFFE want to set up yen 
futures. contracts. to enco 
24-hour trading. 

So far, Japan has done 
more than swing the door to 
financial markets ajar. True, 
foreign firms were granted sea 
last year on the Tokyo Stock 
Exchange. But that ts a dop i in 
the ocean compared with the 
number of foreign firms th: 
would like one. And there 45 n 
prospect (yet) of more seats 
ing made’ available... Secur 
offshoots of foreign banks hav 
last also been allowed to set’ 
branches in Tokyo—admittedh 
more than many of them can no’ 
doin New York. 

The important.chatiges, hoy 
ever, must await.a liberalisa’ 
a prospe 
that remains a long way. off. 
the moment, market-determine 
rates aré only available on depos 
its and financial instruments with 
denominations of Y50m or mi 

Supposedly-free markets. fi 
certificates of deposit and bo 
¿repurchase agreements ar 
sham because of over-zeal 
regulation. For the moment 
pays Japanese and foreign bank 
to do their international. le 
ing from less-heavily-regul ed 
Hongkong or London, ‘Nor is this: 
likely to change when—as seems 
probable—offshore banking is al- 
lowed in Japan from the middle 
of this year. The only banks. to 
take advantage of this freedom., 
say locals, may be small Japanes 
ones that can ill afford expensi 
offices overseas. ae 
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A most extraordinary mirror 


One invaluable rule from childhood phys- 
ics is that the angle of incidence equals 
the angle of reflection. This helps you spy 
on fellow train passengers by finding their 
reflections in carriage windows. In the 

ly 1970s, Russian physicists invented a 

inquent mirror—one that sends back 
your own reflection from whatever angle 
you look at it. At first the new mirror was 
regarded as a laboratory curiosity. Now it 
is exciting scientists working on activities 
as diverse as chip making, nuclear fusion 
and the Strategic Defence Initiative (SDI). 

The new device is called a phase conju- 

gate mirror (PCM). Because the physics is 
complicated, start with an application. 
American scientists working on the SDI 
want to use laser beams to destroy mis- 
siles flying through space. They would 
like to keep the bulky laser machines on 
the ground and shine beams into space to 
bounce from orbiting mirrors on to hos- 
tile missiles. The problem is that a laser 
beam shone up through the earth’s turbu- 
lent atmosphere would become too jum- 
bled to be dangerous by the time it 
emerged into space. 

A PCM can unjumble jumbled-up waves 
ight. Imagine a pane of frosted glass 
veen you and your bathroom mirror. 

The light waves from your chin would 
become hopelessly confused as they 
passed through the pane. Shaving by the 
image reflected back through the pane 
would be inadvisable. Not so if the mirror 
beyond the pane were a PCM. The PCM, 
remember, reflects each beam back along 


Chip making made easy 


Input 
beam 
a oe 


its path of incidence; in effect, it reverses 
the beam. When the beams passed back 
through the frosted glass towards your 
chin, they would straighten out and a 
proper reflection would emerge. 

Sadly, the shaving-mirror experiment 
cannot succeed in practice. For PCMs to 
work, the light shining into them must be 
intense, coherent light of the kind emitted 
by lasers, not a feeble mishmash like that 
reflected by chins. But, given lasers, 
analogous experiments do work. The first 
was performed in 1972, at the P. N. 
Lebedev Physical Institute in Moscow. 
Dr Boris Zeldovich and his colleagues 
shone a laser beam through a distorting 
glass plate. The jumbled-up light was 
then passed into a PCM consisting of a pipe 
filled with high-pressure methane gas. 
When it was reflected back through the 
glass plate the beam emerged without any 
distortions at all. 

PCMs could prevent missile-destroying 
laser beams from being jumbled up as 
they are shone into space. One idea is to 
put a low-power laser in orbit and a high- 
power laser with a PCM on earth. When a 
target is spotted, the orbiting laser shines 
at the PCM on earth. The atmosphere 
behaves like the frosted glass: the light 
waves reaching the PCM would be jum- 
bled. Their reflections, though, would 
then be precisely “‘antidistorted” by the 
mirror, and the beam would become 
unjumbled again as it passed back up 
through the same column of air. 

There are two ways to make PCMs. 


Source: Scientific American 
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SCIENCE AND TECHNOLOGY 


One, the method used by Dr Zeldovich in 
1972, exploits a phenomenon known as 
Brillouin scattering. In the right condi- 
tions, light travelling through certain ma- 
terials can set up sound waves within the 
substance. These can be made to contour 
themselves like a deformable optical mir- 
ror, reflecting a conjugate (a reversed 
replica) of the incident light wave. 

The other way is to build a “dynamic” 
hologram—one that merges the usual 


People in Britain and North America 
have until the middle of January to see 
Halley's comet before it moves too close 
to the sun and so into daylight where it 


cannot be seen. There will be another 
chance in the spring, but by then you will 
have to get up early to see it in the dawn 
sky—and, anyway, visibility will be bet- 
ter from the southern hemisphere. It will 
be closest to earth—only 39m miles—on 
April 11th. In 1910, it came within 14m 
miles and covered more than half the 
sky. In 837, it came within 3m miles. 

In Britain, spotting the comet has 
been harder than most people hoped, 
pny because the evening skies in early 

ecember were so often cloudy, while 
the clear nights of late December were lit 
by a dazzling full moon. Proper astrono- 
mers, armed with powerful telescopes, 
have managed fairly well. 

Even though Halley is already consid- 
erably larger than the sun, this corre- 
spondent could see it only by climbing 
halfway up a hillside in Galloway, in 


southern Scotland, on the icy evening of 
January 4th. Just before the moon rose, 
it was dimly visible through binoculars 
just above Jupiter, an oval smudge in the 
western sky. 
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steps of writing, developing and reading 
holograms into a single continuous pro- 
cess. Conventional holograms are written 
by splitting a laser beam in two, then 
bouncing one beam off an object on to a 
photographic plate, where it is mixed with 
the second “reference” beam. The waves 
of each beam modify each other and the 
resulting interference pattern is stored on 
the plate. To read the hologram, a refer- 
ence beam is shone on the interference 
pattern and a ghostly, stereoscopic image 
of the original object emerges. 

In a dynamic hologram, reading and 
writing are simultaneous. Two reference 
beams and an object beam are mixed 
together in the PCM, which then performs 
the same job as the photographic plate; it 
becomes a changing record of the inter- 
ference pattern between the beams. The 
fourth beam is the object beam reflected 
from the PCM. 

Physicists have been experimenting 

with PCMs for more than ten years. Ideas 
are now tumbling out of laboratories. 
They range from pattern recognition to 
the scrambling and unscrambling of se- 
cret communications. Some examples: 
@ Chip making. Consider photolithogra- 
phy, the method used to etch the circuit 
pattern on a chip by projecting light 
through a mask and depositing it on to a 
silicon wafer covered with photographic 
emulsion. Chip makers who want to etch 
with ever-smaller wavelengths of light in 
order to cram more components on each 
chip are being held back by the difficul- 
ty—and expense—of making powerful 
enough optical lenses free of defects. 

Dr Malcolm Gower and his colleagues 
at Britain’s Rutherford Appleton Labora- 
tory in Oxfordshire believe that PCMs 
could do away with the need for compli- 
cated lenses. He passes a laser via the 
mask and a laser amplifier (see diagram 
On previous page) to a PCM. It does not 
matter that the amplifier distorts the 
image; the distortion vanishes when the 
reversed beam is reflected back through 
the amplifier from the PCM. The beam is 
then directed on to the wafer. 

In principle, PCMs can produce perfect 
images at shorter wavelengths and reduce 
speckle—the scattering of laser light by 
dust particles. Dr Gower’s results have 
been encouraging; he has already 
achieved resolutions of half a micron (half 
a millionth of a metre), on a par with 
conventional lithography. But there is 
another potential advantage. Because the 
aperture of conventional lenses must be 
kept small if they are to be free of defects, 
circuits are usually laid down on silicon 
wafers one, or at most four, chips at a 
time. A PCM can reflect perfect images 
over much larger areas, making it possi- 
ble to etch the patterns on chips in 
batches of 30 or 40 at a time. 
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@ Optical fibres. Three-dimensional im- 
ages sent down fibre-optic cables are 
rapidly distorted as the individual beams 
of light fall out of step. Dr Amnon Yariv, 
of the California Institute of Technology, 
realised that such images could be unjum- 
bled by pcMs. His idea has been proved— 
with two-dimensional images—at the 
Hughes Research Laboratories in Ma- 
libu, California, and at Israel’s Technion. 
@ Nuclear fusion. Many physicists are 
interested in starting a nuclear fusion 
reaction by depositing the energy of a 
high-power laser beam on a tiny pellet of 
deuterium and tritium. The job is me- 
chanically difficult, so Dr Nikolai Basov 
and his colleagues at Russia’s Lebedev 
Physical Institute are trying to use PCMs to 
induce the laser to hit the pellet automati- 
cally. How? A low-power beam is shone 
in the general direction of the target, 
which then scatters the light in many 
directions. Some is collected in a nearby 
laser amplifier and bounced off a PCM. 
The PCM does what PCMs are good at: it 
sends the amplified and unjumbled beam 
straight back to the target it came from. 
Exactly the same principle could be 
used for military purposes. Imagine scan- 
ning a target region with a low-power 
laser. One glint from a missile entering 
this region could be sent through an 
amplifier to a PCM and passed back to the 
target with destructive results. Bang. 


Antibiotics from plants 


The ape’s lesson 


By watching chimpanzees, scientists have 
stumbled upon what might be a powerful 
antibiotic in the leaves of an African 
shrub. In doing so, they have produced 
the best of reasons for not chopping down 
tropical rain forests and for paying them- 
selves to watch animals. 

A quarter of all (American) prescrip- 
tions, worth more than $8 billion a year, 





What the doctor ordered? 





contain active ingredients from plants. 
The reason is that plants are full of rare 
organic chemicals, which they have in- 
vented for their own defence. This chemi- 
cal ingenuity has done much of the drug 
industry’s work for it. More than 3,000 
species of plant contain anti-cancer sub- 
stances. At least one, the rosy periwinkle 
from Madagascar, has provided a cure for 
some kinds of leukaemia. Willows con- 
tain aspirin, foxgloves digitalis; a muscle 
relaxant used in surgery is made from a 
South American vine. 

Despite these successes, one prize has 
so far eluded plant chemists: a good 
antibiotic. Antibiotics are the ultimate 
selective weapons, fatal to bugs, harmless 
to man. Penicillin was invented by fun- 
gi—and borrowed by Fleming and Flo- 
rey—as a way to kill bacteria without 
harming themselves. Disappointingly, 
plant has yet yielded an antibiotic. ! 
ence has had to rely on moulds anu 
streptomycetes and is running out of ideas 
to outwit resistant bacterial foes. 

Hence the importance of the chimpan- 
zees’ discovery. Dr Richard Wrangham, a 
British biologist now at the University of 
Michigan, noticed something odd about 
the chimpanzees of Gombe National Park 
in Tanzania. On waking in the morning, 
some of the apes (particularly the fe- 
males) would occasionally make special 
expeditions to Aspilia shrubs, where they 
picked and ate a few of the leaves in a 
curious manner. They first mouthed the 
leaves, then rolled them around the in- 
sides of their mouths and finally swal- 
lowed them without chewing. 

What were they up to? The leaves 
emerged virtually unscathed from the 
apes’ rear ends, so they could not be 
food. Were they used as hallucinogens? 
Dr Wrangham asked Dr Eloy Rodrig**+~ 
at the University of California at Irvin 
search the leaves for unusual chemicals. 

Dr Rodriguez found a red oil contain- 
ing a substance with three highly reactive 
acetylene bonds and a sulphur-carbon 


ring, called thiarubrine-A. That weekend, 
he had a visit from a friend, Dr Neil 
Towers of the University of British Co- 
lumbia in Vancouver, who was excited 
because he had recently found, in a 
Canadian plant, a substance which was 
lethal to bacteria, killing them at concen- 
trations lower than one part in a million. 
It was the same chemical. 

The three scientists decided to test the 
substance further. They found that it kills 
fungi and worms as well as bacteria—and 
that it is toxic to animal cells. They 
examined chimp-eaten leaves under an 
electron microscope and saw that the 
passage through the chimps had damaged 
the leaves’ surfaces, releasing the con- 
tents of the cells there. 

Of course, the apes might have another 
reason for eating Aspilia—or it may turn 

` to be too toxic for use as a drug 

ich could be why they eat it so ginger- 
ty). Studies are now being done to see if 
thiarubrine-A can cure nematode worm 
infections in rats without harming them. 
Many tests later, it could emerge as 
dangerous, useless, or a new penicillin. 

Dr Wrangham believes the story gives a 
new justification for the study of ape 
behaviour. He points out that baboons, 
which also live at Gombe, do not eat 
Aspilia leaves—implying that the chimps’ 
greater intelligence may have helped 
them put two and two together. A sceptic 
might argue that he should have looked at 
humans first. In Africa, some local herbal 
remedies for sciatica, wounds and stom- 
ach aches contain Aspilia roots and 
leaves. And some Canadian Indians treat 
wounds with Chaenactis leaves that con- 
tain thiarubrine-A. 

How many other cures for AIDS, cancer 
or even old age lurk out there in the 
“--ysands of plants that have not been 

ened? A workshop organised by Con- 
gress’s Office of Technology Assessment 
in 1983 bemoaned the fact that, despite 
the proven value of plant-derived drugs, 
research on them had virtually stopped. 
The reasons included the uncertainty of 
supply and patentability. Wake up, drug 
industry. 


Chinese telephones 


The waiting giant 


PEKING 


China, with its population of more than 
one billion, has only about 5m tele- 
phones—fewer than Paris. Telecommuni- 
cations, according to China’s recently 
adopted seventh five-year plan, are a 
national priority, essential to growth. But 
China does not have the resources to 
forge a sophisticated indigenous industry 
on its own. That is the opportunity for 
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foreign companies. 

Making a telephone call in China, as 
visitors soon discover, is painfully diffi- 
cult. Less than half of local calls are 
completed on the first attempt; those 
which are have about the same probabili- 
ty of surviving to the end of the conversa- 
tion in the rat’s nest circuitry—much of it 
circa-1929 technology. Only one person 
in 250 has access to a telephone. 

China is looking to the outside world 
for help, but on its own terms. It wants 
the most modern technology, but is not 
willing to borrow from international 
banks to pay for it. Joint ventures are in 
favour: China hopes to establish manu- 
facturing partnerships with foreign com- 
panies to keep the reins on capital spend- 
ing, meet network needs with 
home-made products and (at loftier mo- 
ments) to generate a high-tech export 
sector of its own—presumably for trade 
with other developing countries. 

The Chinese are examining every piece 
of new hardware on the market, and 
rejecting hand-me-downs. Contracts are 
being signed for some digital-switching 
exchanges, PBXs, microwave transmitters 
and network-maintenance gear. These 
are stop-gaps to meet immediate needs; 
the Chinese eventually want to build their 
network on their own. But, perhaps unre- 
alistically, capitalists still dream of sup- 
plying really lucrative equipment like 
non-silicon optical fibres and high-speed 
data links (because of their military signif- 
icance), test equipment for integrated 
circuits and boards, and assembly-line 
manufacturing systems. 

Statistics on the Chinese telecoms mar- 
ket are scarce and unreliable. Estimates 
of the market size in 1985 for equipment 
ranged from $250m to $600m. China’s 500 
state statisticians do not seem to know 
how much traffic flows through the net- 
work (somewhere between 220m and 
667m calls in 1982, depending on the 
“official” source—as many calls as Amer- 
icans make in a few hours). Chinese 
planners say there are about 3m-4m local 
lines in service. One frustrated westerner 
reckons that fewer than half work. 

By 1990, according to the seventh five- 
year plan, the national network will be 
fitted with 10m new telephones, 60,000 
new long-distance lines and as many as 20 
new satellite earth stations. Telephone 
density will approach 25% in the big 
towns. By 2000, if the optimists are right, 
China will have increased the number of 
local lines more than eightfold, to 33m, 
and have the digital-switching and trans- 
mission backbone of an integrated net- 
work. All for a mere 50 billion yuan ($15 
billion). 

If this forecast appears naively ambi- 
tious and cheap, it is. But that does not 
stop foreign suppliers getting excited. 
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With demand for central-office equip- 
ment slowing down in industrial coun- 
tries, every manufacturer sees China as 
the new magnet for switching exchanges, 
data communications and transmission 
systems into the next century—despite 
the political and financial hazards of the 
market. It is hard to know who is more 
naive: China or the foreigners. 

Of the companies concerned, Cable & 
Wireless from Britain and America’s ITT 
are the pioneers. Cable & Wireless is 
running joint-venture services in the 
Shenzhen special economic zone and in- 
stalling international direct dialling in 
Guangzhou. It is also doing surveys for 
Shanghai’s “Golden Triangle” and for a 





One of the lucky few 


national telecommunications centre in 
Shanghai. ITT’s progress is in manufactur- 
ing. Its project for the 1240 Class 5 switch 
(60% Chinese, 30% ITT, and 10% Bel- 
gium’s BTM) is supposed to produce 
300,000 lines a year by 1988. China is 
expected to increase its ownership—and 
ITT its royalties—as time goes by. 

Upgrading a network is not nearly as 
simple as slapping in a new digital-ex- 
change box. Transmission, carrier and 
multiplexing facilities must keep pace. 
China has scarcely more than 20,000 
miles of microwave in place, all of it 
analog rather than digital. Much of the 
wiring is in the form of unshielded steel 
cable strung alongside railway lines, 
which are plagued by interference and 
high-line resistance. 

There are four satellite earth stations in 
China to assist international calling. 
About 760 international long-distance cir- 
cuits to 34 countries are open. But China 
is currently pondering which transmission 
technology—microwave, satellite, or fi- 
bre-optic cable—will best suit its many 
needs. Unlike many capitalist countries, 
China does not have a single telecoms 
monopoly to guide its growth; nor is there 
a collective goal for putting a telephone in 
every home. The problems are too nu- 
merous to be swallowed all at once. 
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Theme parks 





The American dream and the great 


escape 


If advertisements, holiday brochures and 
public-relations men are as honest as 
George Washington, the world is already 
bursting with “theme parks”. Several are 
under construction, still more are 
planned. In America, where they were 
invented, they pepper every state in the 
union; France and Spain competed fierce- 

ver one; Holland and West Germany 

'e one apiece; England has two and 
wants more; Saudi Arabia has built one 
for its women and children; Japan import- 
ed one—lock, stock and electronics— 
from America; China has just taken the 
plunge. 

This is the truth, but not the whole 
truth. What distinguishes a “theme park” 
from a funfair, amusement park or glori- 
fied shopping arcade—of which the world 
has thousands? A real theme park con- 
sists of discrete “themed” environments, 
like film sets where not only façades but 
entire buildings have been constructed to 
create the illusion of another time, anoth- 
er place. 

When Walt Disney dreamt up the idea 
of California’s Disneyland in 1955, he 
wanted to create an environment substan- 
tially different from the litter-strewn flur- 
ry of the fairground. His park was to be 
wholesome, safe and entertaining; the 

pian illusion should not be disturbed 
so much as a blank wall, discarded 


Disney's air-castles on gold foundations 




















bottle, or laddered stocking on a Main- 
Street vendeuse. 

Disneyland and its offspring (Walt Dis- 
ney World—wpw—in Orlando, Florida, 
comprising the Magic Kingdom and Ep- 
cot Center, and the park opened near 
Tokyo in 1982) incorporate several 


themed areas. Epcot Center’s cluster of 


space-age pavilions, each representing a 


resource deemed vital to the future of 


mankind (imagination is allocated its own 
pavilion), borders a lake, around which 
are dotted self-contained areas where 
nations are captured in microcosm. In the 
other parks, the turn-of-the-century Main 
Street, USA, with its carefully styled 
merchandise-outlets, leads seamlessly 
into Fantasyland, and thence into equato- 
rial Adventureland, the Wild-West Fron- 
tierland, the country-and-western Bear 
Country and Tomorrowland, the strange- 
ly barren vision of the future. Barring a 
few minor details and thousands of miles, 
the Tokyo Disneyland is interchangeable 
with Florida’s Magic Kingdom or the 
original Californian park. When Euro- 
Disneyland opens east of Paris in about 
five years’ time, a corner of a foreign field 
will be forever America. 

No matter how cynical the visitor (or 
“guest” in Disney-speak) to one of these 
parks, he or she will find it difficult to 
ignore the impact of the fantastical archi- 
tecture, the manufactured serenity of the 
employees, the reality of the unreal. 

In the early 1950s, Walt Disney’s suc- 
cessful film studio gave him the security 
to diversify, many skills and embryonic 
ideas for park design (or “parkitecture’’), 
and Mickey Mouse. This cartoon charac- 
ter was already a household name; he and 
his goofy cronies provided the home- 
grown recipe that gave a theme to 
Fantasyland. Walt Disney Productions 
announced a record year in November; 
the theme parks were the chief profit 
earner, subsidising a convalescent film 
studio. 

From the moment Disneyland opened 
its gates, others have sought to emulate it. 
Freedomland, a theme park laid out as a 
map of the United States, lasted only 
three years. Some fare better. None is 
likely to enjoy the success of the Disney 
parks. Why make the attempt? 

More than 200m people have visited 


Buying a head-full of happy memories 


Walt Disney World since 1971. When 
Epcot Center opened, in October 1982, 
attendance figures rose dramatically. In 
1984 alone, 21.1m people went to WDW. 
It is now the world’s most popular tourist 
attraction, drawing 70% of its visitors 
from outside Florida. 

The Disneyland formula is an entrepre- 
neur’s dream because it appeals to both 
sexes, all ages, most nationalities and 
people of varied backgrounds. No other 
salesman has so successfully induced po- 
tential customers to spend an entire day 
in his shop, buy his merchandise, eat his 
meals and his snacks and spend large 
sums of money, yet go away feeling 
enriched and ready for more. 

Throughout the developed world, em- 
ployment conditions are creating a work- 
force with increasing leisure time and 
limited spending power. Many theme 
parks have adopted the “single-price en- 
try”: pay once at the gate and take as 
many rides as possible. A fixed, initial 
outlay appeals to the customer of limited 
resources—never mind that he will forget 
to do his sums once inside the gate, 

The market for family entertainment is 
growing again, thanks to the most recent 
baby-boom. What is to satisfy it? Fair- 
grounds have a bad reputation; shysters 
often prey on the unruly family group, 
sanitation leaves much to be desired and 
the safety record of the rides is unsettling. 
A theme park, on the other hand, offers a 
controlled, clean environment: its attrac- 
tion, however instant, is unlikely to be 
fatal—the standards of ride maintenance 
are much higher at well organised theme 
parks than at itinerant fairs with their 
itinerant workforces. 

In America, 40% of working women 
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have children, a statistic echoed in many 
European countries. For these, and other 
families, leisure pursuits that involve all 
the family members are more attractive 
than the traditional activities through 
which a working father spent time with 
his children. Football, once a family spec- 
tator-sport, has lost ground. The mothers 


stopped going in the 1960s, the fathers in 
the following decade. Although some 
families still attend as a unit, the majority 
of every football crowd is teenaged. 
Theme parks, on the other hand, at- 
tract family groups. More people attend- 
ed these parks in America last year than 
all sports stadia. Contrary to popular 


Not-so-stately pleasure domes 


If amusement parks like Coney Island 
were Disneyland’s immediate parents, 
world’s fairs and pleasure gardens—al- 
though several generations removed— 
were closer kin in spirit. These forms of 
mass leisure diversion were designed for 
unhomogeneous crowds, often illiterate, 
where visual spectacle substituted for the 
written word, in eras when education 
and entertainment were often 
indivisible. 

Vauxhall Gardens, an evening plea- 
sure park, had a longer life than many 
other English gardens. Opened around 
the time of Charles II’s restoration in 
1660, Vauxhall was originally a prome- 
nade ground—with a salty reputation as 
a lovers’ tryst. Jonathan Tyers took it 
over in 1728, adding musical and artistic 
attractions, exotic architecture and stat- 
uary. Transparent illuminated pictures— 
sometimes dioramas—were placed along 
the paths. The 50 supper-boxes con- 
tained fine paintings, such as Hogarth’s 
“Henry VIII and Anne Boleyn”. Con- 
certs were given by leading musicians to 
immense audiences; Tyers commis- 
sioned a statue of Handel by the French 
sculptor, Roubillac, to honour a great 
composer and patron of Vauxhall. 

Smollett, Goldsmith, Fanny Burney 
and Thackeray wrote about the gardens. 
So did Charles Dickens in “Sketches by 
Boz”, describing Vauxhall's enchanted 
evening atmosphere. “The temples and 
saloons and cosmoramas and fountains 
glittered before our eyes,” he wrote, 
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Vauxhall by night 


“. .. a few hundred thousand of addi- 
tional lamps dazzled our senses; a bowl 
or two of punch bewildered our brains; 
and we were happy.” Copenhagen’s 
famous pleasure park, the Tivoli, is at its 
best after dark, and is still one of the 
most popular paying attractions in the 
world. The creation and maintenance of 
an enchanted environment have always 
been integral to the success of a park; 
Dickens continued, “In an evil hour, the 
proprietors of Vauxhall Gardens took to 
opening them by day. We regretted this, 
as rudely and harshly disturbing the veil 
of mystery which had hung about the 
property for many years.” 

Daylight opening failed to maintain 
the popularity of the gardens. Fireworks, 
aquatic spectaculars and balloon 
launches could not reverse Vauxhall’s 
decline (hastened by its reputation for 
rowdyism) and the grounds were sold for 
redevelopment in 1859. 

Alexandra Palace and the Crystal Pal- 
ace catered to the leisure needs of a 
newly industrialised workforce in Eng- 
land. The Bank Holidays legislation, 
eventually implemented in 1871, restrict- 
ed the number of public holidays but 
guaranteed days on which trading would 
cease. This kept the ruling classes happy 
by legislating against the absenteeism 
which the traditional agricultural fairs 
had encouraged (these were often an 
excuse for a two-week binge of boozing 
and gaming), and their employees could 
enjoy themselves at the pleasure gardens 
on the permitted days—without impair- 
ing their working efficiency. 

Crystal Palace, first erected for the 
Great Exhibition in 1851, and Alexandra 
Palace, the “Ally-Pally”, built in 1873, 
destroyed by fire, and reopened in 1875, 
provided ample room for spectacles— 
equestrian, theatrical, acrobatic, and 
sometimes the latest technological ad- 
vances—as well as lectures, exhibitions 
and sideshows. A great attraction at the 
Ally-Pally was its flush toilets. 

World's fairs were also sanctioned by 
the ruling classes in Europe and North 
America, less for their influence on the 
workforces’ timekeeping than for the 
economic benefits they brought to the 
cities which held them. The fairs were a 
showcase for technological progress and 
the cultural life of the countries repre- 
sented. They were exciting, colourful, 
nationalistic and promoted cultural ste- 
reotypes—much like Epcot. 





belief, the parks are not aimed at chil- 
dren. Only one visitor in four at Disney- 
land is a child. Market research has 
shown that if members of a family have to 
spend more than about two hours in each 
other’s company, they tend to bicker. 
Most theme parks are arranged with a 
sufficient variety of distractions to keep 
these nuclear bombs unexploded for 
three times that period. 

To enjoy continued success, each park 
must adapt itself as the market changes. 
The teenage market, so important in the 
1970s, is less sought after in the 1980s; 
teenager-oriented rides, the “white 
knuckle” rides like rollercoasters, have 
lost popularity with park owners; they are 
expensive to buy and maintain, and dan- 
gerous for people with weak hearts and 
backs. Instead, park owners now favour 
water-based rides, which confer a thr” 
without terror or physical danger. 

Corporate sponsors, so difficult to at- 
tract to the arts, buzz noisily around the 
honeypot of theme parks. The travel 
industry also gears its flights to the attrac- 
tions, offering cut-price air-travel and 
holiday packages. Government and local 
businesses, too, seldom object. Residents 
in the immediate vicinity may complain 
about noise or increased traffic, but em- 
ployment levels soar (for example, WoW 
employs 17,000 permanent staff, more at 
peak seasons, and the boost to local 
enterprise accounts for more jobs and 
encourages investment in the area). 


Why some go 
wrong 


If theme parks are a licence to print 
money, why do some fail? Changing 
tastes, nervous investors, bad timing < 
intemperate weather can all conspire 
close a‘theme park. (England’s Britannia 
Park shut six months after opening last 
year; the operation was badly structured 
but the wet summer put a final damper on 
it.) Competition with other parks is also a 
factor, although those established near 
Disneyland and wpw profit from the 
tourists who flood the areas to visit these 
attractions—it takes four days to see 
everything at WDW, but the domestic 
traveller stays an average of 11 days in 
Orlando. 

Miscalculating the public’s taste is a 
more serious problem. Parks filled with 
“hard” rides need to bring in “softer” 
rides as quickly as possible. Many parks 
are adding themed children’s areas: for 
most, this involves buying the rights to 
cartoon characters. Knott’s Berry Farm, 
which, after Disneyland, comes joint sec- 
ond with the Universal Studios Tour in 
pulling the crowds in California, opened 
Camp Snoopy in 1983, an annexe de- 
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is the only lottery that offers extreme 

high prizes compared to the limited 

issue of 500.000 tickets. The lottery runs over 

~- a period of 6 months, one class per month - 
-6 classes in all, 

- Draws are held in public each friday and are 
upervised by government officials. The re- 
nits are published monthly in an official 

winning-list. 
The number and the amount of prizes ts 
fixed before the commencement of the lotte- 
ry. Thus each ticket-number is in the game 
and has an equal chance of winning. All pri- 
zes are quoted in German Marks (DM), one 
of the strongest currencies in the world. 


Tickets can be ordered from anywhere 
around the globe in a half yearly subscrip- 
tion. We offer full (1/1) tickets, which when 
drawn; receive the whole prize, half tickets = 
half prize and quarter tickets accordingly. 
The ticket-numbers are registered in your 
name before they are mailed, thus insuring 
100% security for you in case of loss. The 
full-service fes is as little as DM 21.- (other 
lotteries charge more than 60% of the billed 
amount). 


T: North-West-German-State-Lottery 





`» TICKETS ARE LIMITED: 500.000 
-o GUARANTEED PRIZES: 200.568 


~ x OVER 169 MILLION D-MARKS IN 
PRIZE MONEY 


* - MONTHLY PERSONALIZED STATE- 
= MENTS OF ACCOUNT 


% INSTANT INDIVIDUAL AND CONFI- 
DENTIAL NOTIFICATION OF WIN 









GEKMAN SIAILE LOILLERY 


YOU CAN WIN ONE OF 


000,000.06 


DEUTSCH-MARKS 





SUMMARY OF MAIN PRIZES 
2 PRIZES OF 2.000.000 DM 





6 PRIZES OF 1.000.000 DM 


180 prizes of 100.000 DM 
or 18 prizes of 1.000.000 DM 





5 prizes of 80.000 DM 





5 prizes of 75.000 DM 
4 prizes of 70.000 DM 








4 prizes of 60.000 DM 





33 prizes of 50.000 DM 
33 prizes of 40.000 DM 








Plus many medium and smaller prizes 
up to 35.000 DM. 





THE LOTTERY CONSISTS OF 6 MONTHS. 





class: 14.658 prizes = 8.472.000 DM 





11.050.000 DM 
_ class: 16.661 prizes = 13.825.000 DM 
17.718 prizes = 16.695.000 DM 


. class: 15.604 prizes = 











19.665.000 DM 
. class: 117.152 prizes = 99.960.000 DM 


class: 18.775 prizes = 
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Start of next lottery: October 1986 










1/1 ticket 


741.00 @ 296.40 @ 200.30 




















1/2 ticket 


| | 1/4 ticket 





381.00 @ 152.40 © 


201.00 © 80.40 ©® 


“US$ prices and £ prices are subject to rate of exchange. 
Prices are for all 6 classes including air mail postage and winning list 
after each class. No. additional charges. Exchange rate as af Dec, 1985 
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HOW TO PARTICIPATE 


ou order your ticket on the order... 

coupon below, Within days you receive 

your ticket together with an invoice. 
and the official drawing schedule with rules... 
and regulations. 
PLEASE INCLUDE PAYMENT WITH 
YOUR ORDER! You can also pay for your 
ticket after receipt of the invoice. Payment 
can be made by personal check, travellers 
check, bank transfer (add remittance bank 
charge) or in cash via registered air mail (cash 
at your own risk). 
After each class you will receive the official 
winning list together with the ticket of the 
next class via air mail. 
If your ticket has been drawn, you will imme- 
diately receive a winning notification. 
Your prize-money will be transferred to you 
within one week of your request by check. Of - 
course, if you hit a jackpot you can come in. 
person to collect your prize in cash, 
Ifyou are already our customer, please donot 
order, because you receive the ticket automa- 
tically for the next lottery. 


You can be sure you will receive fast, honest. 
and confidential service. Now itis up to you; 
therefore order and mail the coupon today. 
We wish you lots of luck. 
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YOUR CHANCE TO WIN FAR 
BETTER THAN 1:3 

If coupon is missing, write for information. 


ariwa  Lotterie-Einnahme Hameln 
KuhimannstraBe LA 
D-3250 Hameln, W.-Germany 
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I try my luck and order! sss = Wh. p 


All classes (1st - 6th class) 76. Lottery, beginning to: 
Aprii 4, 1986 to September 19, 1 
ot the Nordwestdeutsche Klasseniotterie 


Please fill in number of tickets you want to order. 


Lotterie-Einnahme Hamelin” 
KuhimannstraBe 1 A 
D-3250 Hamein W.-Germany 





clear letters. 





Valid ordy whore lagal, Not available to residents of Singapore 


WE’RE PROUD TO SAY THAT 
ALEXANDER GRAHAM BELL WAS 
JUST THE START OF IT ALL. 





Brantford, Ontario, Canada. 
The man, Alexander Graham 
Bell. His invention, the tele- 
phone. We suspect that even 
Alexander couldn't have pre- 
dicted all of the innovations 
that Canada would provide to 
telecommunications. 
From Marconi's first overseas 
wireless transmission at 
St. John’s, Newfoundland, to 
the more recent Canadian 
developments in fibre optics, 
cable television, the Telidon 
videotex standard, and the 
world's most extensive satellite 
communication network, 
Canada has always been at the 
forefront of the telecommuni- 
cations industry. 
There are a lot of good reasons. 
Canada has hundreds of centres 
for R & D and technology 
transfer. From 1971 to 1983, 
the number of Canadian scien- 
tists and engineers increased 
by 70%. We currently have 
over 378,000 scientists, engi- 
neers and technologists. In 
aerospace alone there are over 
45,000 people. And our 
world-class universities add 
ignificantly to this pool of 


sig 
talent every year. 








The year was 1874. The place, 


With the formation of Invest- 
ment Canada, the Canadian 
Government has placed the 
welcome mat out to foreign 
investors. The abundant 
supply of skilled labour is just 
one of the many reasons why 
your company should consider 
the invitation. 
To find out all of the good 
reasons why Canada is today’s 
land of opportunity for prof- 
itable business ventures, send 
for a copy of our investor's 


handbook. 
Come and see for yourself. 
Plan on attending 
"OPPORTUNITIES CANADA", 
a unique showcase of Cana- 
dian industrial capability and 
investment opportunities to 
be held in Toronto, March 12, 
13 and 14, 1986. We will also 
send you a brochure on 
"OPPORTUNITIES CANADA": 
Attach your business card to a 
copy of this ad and post it to: 
Investment Canada, 
Canadian High Commission, 
MacDonald House, 
1 Grosvenor Square, London, 
W1XOAB, England, U.K. 


WELCOME TO THE 
NEW SPIRIT OF ENTERPRISE. 





INVESTMENT 
CANADA 
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: Malaysia is guarding its skies against intruders with a new automated air defense system. The 


Malaysian Air Defense Ground Environment (MADGE) detects and identifies all aircraft approaching 
Malaysian airspace. It uses advanced data processing equipment, large-screen displays, new 
communications systems, and a modern three-dimensional long-range radar. Should aircraft be 
identified as threats, commanders can order fighter interceptors to take defensive actions. The Hughes 
Aircraft Company system forwards target data from radars located throughout the nation to command 
centers, where computers process and display information. ae 


-A night vision system can be switched quickly and easily among different kinds of helicopters, thanks 
toa unique electronic module. The Hughes Night Vision System (HNVS) is a low-cost, forward-looking 
infrared (FLIR) system that provides excellent imagery and object detection in any weather, day or o o> 

night. A microprocessor-based “personality” module allows a single system to be moved within a fleet 
of helicopters, providing more flexible operations and better cost effectiveness. HNVS tailors its data 

-processing to a specific helicopter once the system is installed and a simple aircraft identification code 
-has been entered into the personality module. . 








For the first time, South Korea’s battle tank crews will be able to accurately shoot on the move, day or 
night, using a gunner's sight subsystem developed for the new XK1 tank. The Hughes device will give 
the XK1 technology to meet modern battlefield threats. It has a laser rangefinder and the same thermal 
imaging system found in the U.S. Army's M1 Abrams tank. The subsystem also includes a vertical 

“sensor, stabilized optics, and other electronics that are elements of a laser tank fire control system 
_ Hughes developed for West Germany's Leopard 2 tank. These components are produced under license 
-by Krupp Atlas-Elektronik. Hughes demonstrated the first laser rangefinder and full-solution laser — 
tank fire control system in the 1960s. Since then, Hughes and its licensees have produced systems for 
most of the main battle tanks in the free world. l 





Locations of enemy weapons can be pinpointed in seconds by the Firefinder radar systems. The AN/ 
— —— TPQ-36 and AN/TPQ-37 radars can locate artillery, rockets, and mortars often before the shells they 
-> have fired have exploded. The TPQ-36 radar is normally placed close to the front lines to locate forward 
artillery and mortars. The more powerful TPQ-37 can locate long-range artillery and rockets at their o 
normal firing ranges. Firefinder’s speed and accuracy allow friendly weapons to respond quickly 
enough to limit follow-on firing. Hughes manufactures the Firefinder systems for the U.S. Army, U.S. 
Marine Corps, and allied nations. 








Simple to use and extremely accurate, the TOW antitank missile has become a worldwide standard 

- weapon for defense against armor. The gunner holds the sight cross hairs on the target and presses the. 
trigger. The launch rocket motor burns only while the missile is in its launch container, so there is no — 
back blast after the missile leaves the tube. When the missile emerges, the wings unfold, the infrared 
tracking source in the tail turns on, and a few meters later the flight rocket motor ignites and burns for 
about one second. The infrared tracker in the launcher senses radiation from the source in the missile, 
_ detecting when the missile veers away from the line of sight. Computer-generated commands, sent over 
< two wires that unreel from the missile, keep TOW on target. Hughes has built TOW for the U.S. Army 
and Marine Corps and over 30 other nations. aie 


For more information write to: PO, Box 45068, Dept. 753-7, Los Angeles, CA 90045-0068 USA 











© 1986 Hughes Aircratt Company. 
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signed around Charles Schultz’s ‘Pea- 
nuts” strip. Magic Mountain, the Six 
Flags organisation’s Californian park, re- 
vamped its existing children’s area with a 
Bugs Bunny theme. Alton Towers, “En- 
gland’s only world-rated leisure park”, is 
planning a children’s corner. 

Theme-park restaurants cannot afford 
to be too exotic. Florida Seaworld’s Poly- 
nesian-style restaurant has been Ameri- 
canised. Epcot Center's country pavilions 
provide the kind of food that tourists, 
rather than the indigenous populations, 
would eat in those countries; even so, the 
familiar Italian fare is more popular than 
the specialities of the Japan, China or 
Morocco pavilions. Fast-food outlets do a 
roaring trade in all theme parks. 

The park most likely to fail is a dirty 
park. Successful ones always look pris- 
“ne. Walt Disney pioneered the art of 

visible, and instant, rubbish disposal. 
visitors rarely drop litter when every 
street is litter-free. 

The trick is to create an environment 
different enough to be exciting—yet not 
so unfamiliar as to be disquieting. It 
cannot be too tawdry, or the more cosmo- 
politan visitors will be disenchanted; it 
must not be too elegant, or it will discour- 
age the less well off. 

The greatest advantage that the Disney 
parks have over others is money. The 
initial investment in Disneyland was only 
$17m: subsequently a further $290m has 
been spent on maintenance and improve- 
ments. Epcot Center alone cost well over 
$1 billion to set up and run for its first 
year. Plans to develop London’s Batter- 
sea power station as a leisure centre 
envisage a mere £60m investment. 

Most parks buy in rides, as and when 
they can, making little attempt to 
“heme” them. Walt Disney Productions 

corporates a special division, WED (af- 
ter the initials of Walter Elias Disney), 
which is devoted entirely to “imagineer- 
ing” and “parkitecture”. There are rol- 
lercoasters in Disney parks, but they are 
completely “themed”; Space Mountain, 
in Tomorrowland, hurtles its passengers 
through a simulated outer space; its en- 
trance and exit seem part of a spaceship. 
Thunder Mountain's travellers board a 
runaway train, screeching past the debris 
of a failed anthropological expedition, 
through the half-buried ribcage of a pre- 
historic mammal, into dark mineshafts, 
and back to a frontier-style station. But it 
is because of the expensive “dark rides” 
that Disney trumps competitors. 

Dark rides are continuous, designed to 
accommodate huge numbers of people 
with brief queueing-time. The passenger 
boards a vehicle on a track, often a boat 
that appears to float on a river, and is 
carried past moving, noisy, often realistic 
scenes. 
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Other parks have them. The fairground 
ghost train is a creaky ancestor. Knott's 
Berry Farm's was designed by a former 
Disney designer. Alton Towers’s is 
“Around the World in 80 Days”. The 
Universal Studios Tour has drive-through 
equivalents—with its technical resources, 
it is the only spectacle that begins to 
approach Disney. 

The Disney parks themselves already 
have so many dark rides that it is difficult 
to see them all in one day. There is too 
much detail to take in on a single ride—a 
dodge that ensures that most people come 
back for more. 


But is it education? 





Epcot’s China—oriental as blueberry pie 


Theme parks are not only entertaining, 
they may be seen as educational. In 
Europe, particularly Britain with its post- 
imperial guilt, the word “education” wor- 
ries park designers. Overt patriotism is 
also avoided, 

Not so in America. Six Flags’s park in 
the Chicago suburbs is called “Great 
America”. Florida Seaworld boasts a 
walk-on map of America, like a scaled- 
down version of Freedomland. Knott's 
Berry Farm celebrates the Knott family’s 
pioneer ancestors and a painstaking repli- 
ca of Philadelphia’s Independence Hall 
includes, with other memorabilia charting 
the development of democracy and the 
American way, a signed photograph of 
President Reagan. 

A big element in the success of the 
Disney parks has been the development 
of “audio-animatronics™ , a form of robot- 
ics that now populates the rides with 
lifelike, talking, moving beings. 

One of the first audio-animatronic fig- 
ures was a lifelike Lincoln, who gave a 
speech, edited shamelessly together from 
many documented speeches, about the 
meaning of democracy and equal rights 
and about how important it was to pre- 





The International Labour 
Review 


The oldest international journal publishing articles, 
comparative studies and original research reports on 
employment and unemployment, inflation and living 
standards, wages and other conditions of work, 
industrial relations, workers’ participation and col- 
lective ro alg occupational Lage and health, 
etc, b rs and practitioners of outstanding 
merit from all countries as well as by the internation- 
al staff of the ILO. 

Published in English, French and Spanish editions. 


Annual subscription 1986 (6 issues): 
£18.40; US$31.30; SF55 


The Year Book of Labour 
Statistics, 1985 


Forty-fifth issue 


The Year Book brings together systematically a mass 
of data from a vast network of authoritative sources 
of information in some 180 countries. The data 
presented usually cover the last ten years on the total 
and active population, empl int, unemployment, 
working hours, wages, labour cost, consumer 
prices, industrial disputes and occupational injuries. 
Published in English, French and Spanish editions. 


ISBN 92-2-005297-0 (hard cover): 
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£43.40; US$74.10; SF130 
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INTERNATIONAL LABOUR OFFICE 





FOR ANY 
CURRENT BOOK 


203-966-5470 Worldwide 
800-255-2665 toll free U.S. 


Amex, MasterCard, Visa or Stateside 
check + We ship immediately. anywhere 
in the world + Gift wrapping + Mail orders 
welcome + Corporate orders invited. 


BOOK CALL is your bookstore at 
the end of the phone, providing indi- 
vidual attention from i 
booksellers. Book Call is affiliated 
with two of New England's most 
prestigious book stores, New 
Canaan Bookshop and the 
Hickory Stick Bookshop in 
Washington Depot, CT. 


59 Elm Street, New Canaan, CT 06840 















Data and ‘Communications Technology 


Data technology: 
Microcomputer technology 
CAD/CAM and _— systems 
Software 

Office communications 

me Telecommunications _ 


or Office automation. 


Organization technology 


Bank and security equipment 


ve Equipment for money and goods transactions 
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- In1986, the Hanover Fair will enter a new p vase of its 
history. On the basis of a unique concept the Hanover 
Fair will be divided into two different exhibition 
‘programs to be presented on two different dates. 








Hanover Fair CeBIT - World Center for Office, Data 
and Communications Technology - -will take place in 
March witha comprehensive, dearly arranged woes 
of all the RIC! new ‘develop 


| r for Industrial - 
Technol ogies - will be hel din Apri This “Fair of Fairs”. 
presents a vast, interrelated display of information, 
products and technology for the fields of planning, 
Sesion and production. 


“Further informations from: 
| Deutsche Messe- und Ausstellungs-AG, Messegelände, 
: D-3000 Hannover 82. Tel: se 89-1, Telex: 922728 - 
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World Center for. Industrial. Technologies 


World Market for Electronics and Electrical 
Engineering, incl. World Light Show- 
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serve the American way. As his speech 
concluded, the projected sky behind him 
changed from blue daylight to red sunset, 
the white clouds formed mistystripes, night 
crept in to the left in a navy-coloured, star- 
spangled patch, and an unseen choir 
launched into “Glory, glory, hallelujah!”’. 
Lincolnstill gives his speech at Disneyland; 
in the present, toned-down, version, the 
backdrop is the Capitol. 

“The Living Seas” will be a new depar- 
ture for Disney, or rather an old hat worn 
a new way. It will feature a 5.6m gallon 
tank of seawater, containing real, not 
audio-animatronic, sealife. Sponsored by 
United Technologies, the new ride, which 
opens on January 15th, will mimic the 
effect of coral-reef diving: like all of Walt 
Disney’s dreams, the pavilion will pro- 
vide “entertainment with a purpose”. 

The Disney parks run education pro- 
grammes. Seaworld, aquatic parks in 
America filled with marine life exhibits, 
runs research and educational facilities. 
Even the “hard’-ride-oriented Magic 
Mountain has a children’s zoo. The Uni- 


versal Studios Tour, unlike most theme 
parks concerned with creating and sus- 
taining illusions, is all about shattering 
them. Visitors travel past the fronts—and 
backs—of movie-set facades, are told 
hoary tales of Hollywood's past, learn a 
lot about special effects and not quite 
enough about making movies. Many 
parks have “hands-on” exhibits, where 
guests may operate computers. 

The acronym, Epcot, stands for “Ex- 
perimental Prototype Community of To- 
morrow”. Walt Disney's original idea was 
to establish an ideal, living, working, 
international community, a naive experi- 
ment with human subjects on an awesome 
scale. After his death, more pragmatic 
minds adapted his idea, creating a kind of 
permanent world’s fair. 

One of the oldest dark rides at Disney- 
land is “A Small, Small World”, which 
features doll-like animatronic figures in 
stylised costumes of various nations, sing- 
ing a song of harmony. The message is 
one of international brotherhood—the 
effect is of a strange homogeneity, as if all 


Nice idea, shame about the weather 


The American climate smiles on theme 
parks. The Florida and California parks 
are open year round. In the north and 
Mid-West, the onset of winter closes the 
parks, but at least the owners can rely on 
a fine summer. 

Rain and cold weather are not condu- 
cive to outdoor fun. Britain was never 
seriously considered a contender for the 
European Disneyland, although the de- 
cision to build it near Paris was based on 
the high number of tourists to the region 
and many of the attractions will be 
covered to allow for a variable climate. 
The British climate discourages most 
foreign theme-park entrepreneurs, al- 
though a Beatrix Potter centre has been 
mooted by a former Disney employee. 

Alton Towers and Thorpe Park are 
Britain’s only operating “theme” parks. 
Neither could be described as fully mer- 
iting that title, although Alton Towers in 
Staffordshire comes close. John 
Broome, the owner, has transformed a 
stately home with a small funfair in the 
grounds into something at least the equal 
of the second-string American parks. 

Mr Broome, as a visiting Disney exec- 
utive remarked, started out with an ad- 
vantage over Disneyland—his ‘*Fantasy- 
land” castle was already built. Alton 
Towers is the former Staffordshire seat 
of the Earls of Shrewsbury. Requisi- 
tioned by the army during the second 
world war, it was neglected and came to 
Mr Broome as a shell. He can convert 
the ruins into a natural dark ride without 
enraging conservationists. 

Alton Towers is the biggest single 
coach-destination in Britain and second 


only to the Tower of London as a paying 
attraction: around 2m people make the 
trip each year. During the dismal sum- 
mer of 1985, which saw the rise and fall 
of the Britannia leisure park, Alton 
Towers’s attendance figures were down 
by around 80,000. It puts some of the 
blame for the summer slump on the 
teachers’ strike, which cut down the 
numbers of schools parties. Neverthe- 
less, Mr Broome’s enthusiasm for his 
most recent project, the planned trans- 
formation of an obsolete London power 
station into a leisure centre, must derive 
in part from the prospect of a park in 
which everything is indoors. 

Battersea power station, converted 
and opened in phases, would create 
2,850, rising to 4,500, jobs in an inner- 
city area where unemployment is run- 
ning at 17%. This will be one of the 
issues that the local council, Wands- 
worth, will consider before it decides 
whether to grant planning permission to 
the scheme this month. Less appealing to 
local residents is the thought of an in- 
creased volume of traffic. 

A consortium, now called Battersea 
Leisure Limited, headed by John 
Broome, won a competition to devise 
possible uses for the listed 1933 building 
after its life as a power station ended in 
1982. The plan to create a Dickensian 
London interior has been modified. 
Space-age rides, restaurants, electronic 
theatres (in which the audience deter- 
mines the outcome of the plot at the 
touch of a button), exhibition spaces and 
hundreds of shops, arranged in tiered 
galleries, will encircle a huge ice-skating 
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cultures were one (and that one culture 
were Disney-American). 

Epcot Center is a similar vision on a 
huge scale. Its Future World focuses on 
scientific achievements. Its World Show- 
case contains ten national pavilions at 
present. The countries represented seem 
an oddly mismatched group: the western 
industrial nations, America, Canada, 
France, Italy, the United Kingdom and 
West Germany, are sandwiched between 
Mexico, China, Morocco and a Japan 
which, despite its old-world air, is even 
more computerised than its real-life coun- 
terpart. (Everything at the Disney parks 
is calculated, logged and run by comput- 
er.) The strange combinations of country 
pavilions have occurred as Disney execu- 
tives solicited sponsorship for each land; 
no impoverished or politically unstable 
territory is likely to be represented there. 
although, in the end, the Moroccan go 
ernment was the only one to pay for i 
pavilion. China also contributed. 

The cultural stereotyping is predict- 
able. Although native companies and 


Battersea’s power to offer indoors fu 


rink. The architectural motif will be 
Edwardian London. 

The ambitious plans belie an invest- 
ment of only £60m—peanuts to Disney. 
The first phase, local authorities and 
contractors permitting, will be complet- 
ed in 1987, opening the doors to an 
estimated 3m people a year. Visitors 
may arrive by private car, leaving it for a 
nominal charge in one of 2,850 parking 
slots; by Battersea Leisure’s own shuttle- 
bus; by public transport—if London 
Transport and British Rail agree to ex- 
tend their services to Battersea; by river- 
bus—if, after the demise of the Greater 
London Council, the Thames Water Au- 
thority launches a fleet; or, if Walt 
Disney's vision of the future takes root in 
London, by monorail, crossing the 
bridge from Victoria station. 
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Knott's: | sat with a saloon queen 


overnments were allowed to have their 
say and people from each country work in 
the restaurants, shops and attractions, the 
effect of the pavilions is of a solid realisa- 
tion of a tourist guidebook. French repre- 
sentatives were initially dismayed that the 
industry of their country would not be 
emphasised, but eventually accepted the 
inevitable. Certainly, the result is more 
profitable for the French tourist trade 
than an accurate representation might 
have been. 

The German pavilion boasts a beer- 
hall. Each country’s architecture is dis- 
tilled, fermented, and reproduced in 
scaled-down, concentrated form. The 
United Kingdom, which shows no visible 
content of anywhere other than England, 
is the quaint, picture-postcard town of a 
bygone age that never was. Its “pub”, the 
Rose and Crown, serves chilled ale; those 
in search of the “real English taste” are 
‘ven glass tubes of hot water to immerse 

their pints—to achieve that authentic 
lukewarm experience. Just the way they 
take it down the Old Kent Road. 


To market, to 
market 


Three methods are used widely to entice 
customers to theme parks; a new ride or 
attraction every year stimulates fresh as 
well as important repeat business, a 
“live” entertainment is introduced, or a 
series of special promotions is instituted. 
Disney is adding two new pavilions to 
Epcot Center; its old 3D movie shown at 
the Imagination pavilion will be replaced 
by “Captain Eo”, a 3D picture produced 
by George Lucas, directed by Francis 
Ford Coppola, and starring the pop-idol, 
Michael Jackson. Disneyland is building a 
new cinema in time for a simultaneous 
Florida-California premiere. Six Flags 
Corporation, a Bally company, operates 
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seven parks and can dismantle a ride in 
one park and rebuild it as a new attraction 
somewhere else. A bulldozed corner of 
Alton Towers will soon be transformed 
into a raft-ride down a man-made white- 
water river—everybody is playing the 
marketing game. 

The Universal Studios Tour has added 
an entertainment centre with shops and 
live shows to its drive-through tour. Great 
white sharks, avalanches, flash floods and 
space aliens already menace the passen- 
gers on the tour-trams; yet another fright- 
ening (and frighteningly expensive) terror 
lurks shortly, in a gangster-ridden Lower- 
East-Side set. Just as all dangers seem 
past, a monstrous King Kong will leap 
out, coming so close that passengers will 
smell his evil banana-breath. 

Universal had for years expressed its 
intention to build a second film studio 
(with in-built tour) in Florida. The com- 
pany waited too long. Disney has jumped 
into the breach; its Florida studio will 
open in 1987, the tour a year later. 
(Florida is still a right-to-work state, 
which makes it attractive to a union-shy 
film industry.) 

“Live” shows not only attract crowds, 
they influence crowd movements. A 
lunchtime performance relieves the pres- 
sure on a park’s restaurants; an evening 
extravaganza, on the other hand, encour- 
ages visitors to stay for supper and the 
show. 

The Universal Studios Tour ends in the 
entertainment complex, where five per- 
formances run at regular intervals. Three 
of these are stunt shows; one takes per- 
forming movie animals through their 
paces, another, highly popular, event 
involves the audience in making a film. 
Here Universal demonstrates that its 
heart is still at the movies, not in the park: 
a tight performance schedule means that 
visitors who see all the shows rarely have 
time to buy a meal or shop. 

One of the finest (and most costly) of 
Disney’s “live” shows involves no living 
performers—it counts as live because it is 
mounted, presented and dismantled only 
once in a day. Epcot Center’s lagoon by 
night becomes the setting for a concert of 
light: the movements of classical music 
inspire corresponding bursts of fireworks, 
jetting fountains and laser beams. Unlike 
the permanent attractions which are 
“imagineered” by WED, the live shows 
are commissioned by each Disney park. 
The freelance designers who created this 
lagoon show, DnA Creations Inc., are 
discussing the possibility of a nightly 
performance on Disneyland’s (circular) 
“river”. Laser projections and other ef- 
fects would marry with the illusions of 
human magicians as the “ghosts” from 
the Haunted Mansion escape, waft over 
to the island, and create havoc. 
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TheEconomist 
Intelligence Unit 


World Commodity 


Outlook 1986 
INDUSTRIAL RAW MATERIALS 


This publication forecasts production, 
consumption, stock changes and dollar price 
movements for 21 industrial raw materials in 
1986. Each forecast is prefaced by a tightly 
organised one page statistical round-up while the 
introductory chapter states assumptions on the 
dollar, OECD output and vehicle production. Price 
£58 (US$110) including postage. 


World Commodity 
Outlook 1986 


we & 


This analytical survey examines the prospects to 
late 1986 for 19 agricultural products. Individual 
reports accompanied by background statistical data 
assess likely trends in supply, demand and prices. 
An introduction looks at global issues. What 
happens when trade wars threaten and a falling 
dollar sends the cost of CAP soaring? These and 
other questions are examined. Price £58 (US$110) 
including postage. 


EIU World 
Outlook 1986 


In 1986 countries’ growth and worid trade will 
decelerate; high interest rates will persist while 
dollar and oil prices will fall. What does this mean 
for Third World countries and their crippling debt 
burden? Will the fiscal trade and exchange rate 
policies of rich countries do anything to relieve it? 
Can the policy stance of developing countries be 
beneficially altered? 

EIU World Outlook 1986 looks at these and other 
problems as well as providing individual political 
and economic forecasts for 165 countries 
throughout the world. Price £75 (US$147) including 
postage. 

Payment with order please 

Reg Office: 25 St James's Street. London SWIA 1HG, Reg No 1775671 


| © tWorld Commodity Outlook 1986; INDUSTRIAL RAW MATERIALS 
C World Commodity Ovilook 1986: FOOD, FEEDSTUFFS & 
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© Both Commodity Outlooks. Price £94 (USS182) 

| 3 Worta Outlook 1986 
O Full details of the current range of EIU publications 
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| cheques payable to The Economist Publications Lid 
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ls re: The Economist Publications Limited 
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40 Duke Street 10 Rockefeller Plaza 
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1 Square Wiser, Bte 26 Friedrichstrasse 34 
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NINTH INTERNATIONAL 
MANAGEMENT COURSE 
THREE WEEKS 


MAY 11-MAY 30, 1986 
LONDON, ONTARIO, CANADA 
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UNIVERSITY, OF: EAST ANGLIA 
Short Courses for Development Professionals 
Programme July - September 1986 














Monitoring and Evaluation 
Microcomputing 
Agricultural Research and Extension 
Nutrition, Agriculture and Rural Development 

















OBJECTIVE of the course is to further develop analytical and decision-making 
: Skills in handling international management problems and opportunities. 


FOCUS is on breaking into and developing new foreign markets, selecting and 
ining personnel for international assignments, the transfer of technology, 
management and money across national boundaries and eet 
government relations. 


_ PARTICIPANTS are managers who already have of are about to assume interna- 
tional corporate responsibilities. They may be involved with manufacturing or in 
upport agencies such as banks, shipping companies and government export 
departments. 


WESTERN is Canada’s oldest and largest business school, with 40 years of 
management development experience. 











information from 
OVERSEAS DEVELOPMENT GROUP (3) 
UNIVERSITY OF EAST ANGLIA 
NORWICH NR47TI 
UNITED KINGDOM 


Telephone: Norwich (0603) §7880 
Telex: 995801 GLOTLX-G for ODG 



































PENN STATE EXECUTIVE 
PROGRAMS 


MANAGING THE 
INTERNATIONAL 
ENTERPRISE 


Meet the challenge of the shift to a worldwide 
competitive environment 
Program Date: May 11-30, 1986 


For information contact: Dr Stewa 
Director of Executive Programs, Col 

Administration, The Pennsylvania State University, 
403 Carpenter Building, University Park, PA 16802 
USA. TEL: 814 ie 3435 TLX: 510 670 3532. 






Sharing experience in group discussion at Western, 


For course brochure ad a ab cation ome k for ii and other management 

‘ourses offered by Western, please write to Dr. H. Crookell, Office of Manage- 
ment Programs, chool af Buaineas A AAN The University of Western 
Ontario, London, Onta ne, Canada, NGA SKE. Phone 519-679-3909. 
Telex 064-7134 UWO LIB LON 


ie catioia Banagarnent Curve May 11-May 30. $5,400 Cdn. | a i 
Marketing Management Course May 11-May 30 $4,250 Cdn. VN F’ E hs Coure nende int Plat Economy 


’ y -Foreign Polity Analysis, Strategy, Int. Law, 
anaging Human Resources Course May 11-May 30 $4,250 Cdn. | EXE Wes > Multinational Enterprises, Area Studies, 


Energy, etc. | 
Earn itin London; DOn ae Students inelude: Chief Executives, Diplomatie | 
Junet-June 20 $4,250 Cdn. 4 evening seminars = .-) Officials, Professionals, Senior Military Officers. 


anagement Training Course Jungi- July 4 $7,200Cdn | Engures welcomed nowdrom candidates holding a Bachelors Degree tor September February, June entry 


: Please send course details to: Name: sina a 
anada/Kenya Executive dune 8-June 21 | Address 
Management Programme Kshs-23,000 (approx.) 


Senior Managers’ Program "November 2-November? $2,500 Can. 
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BILINGUAL MASTER IN BUSIN ESS 
ADMINISTRATION (MBA) 


IESE’s MBA Programme offers you the opportunity of enhancing your skills and 
extending the boundaries of your career by joining our multilingual, multicultural 
graduates who’ are sought by companies throughout the world. 

Participants come from 40 different nations, providing an international orientation 
which is unique. You will become fluent in the two most important western lang. 

of commerce and gain an excellent insight into vas business world of Europe, Spai 
and Iberoamerica. 

1ESE's faculty comprises internationally trained and experienced professors, whe have. 
taught and studied worldwide. The programme has been supervised from the start by 
joint committee of IESE and Harvard Business School professors. 

To join this exciting 21-month Programme, which starts in September each year, 
you need: 


Wt Instituto de Estudios: 
| Superiores dela Empresa 
; University of Navarra 
Barcelona-Spain 


For further information, please 
Write to: MBA Admissions Office: 


*to have completed a university degree l 
“(or equivalent) in any field 


“.@to speak English or Spanish sufficiently 


to follow courses in one of these 
languages in the first year; during that 
year, you will perfect your knowledge 
of the other sufficiently to follow 


Telephone: 


LESE 

Avenida Pearson, 21 
08034 Barcelona, Spain 
Nicola Hijlkema 
(Barcelona, (3) 204 40 00) 


classes in both languages Telex: 
* to be eager to adapt to the increasingly or 
complex world of business Cable: 
_ © to have taken the Graduate 
Management Admission. Test (GMAT) 


$0924 IESB E 
IESE BARCELONA 


University 
de la Romande 


Taking the GMAT or GRE 
r exams? 
We CAN | help 


& private non-traditional Grad Jat 
Swiss. University offers, degrees unt Tuoi, TAC Associ 
to mid-career adults over 25, Tel: 01-993 3983 


“entirely at home and with full 
DEGREE 


CONFERENCE 
INTERNATIONAL HUMAN RESOURCE MANAGEMENT 


The Leading Ec 


An Executive Symposium 26-28 Februaryi986 


Some companies are acknowledged leaders in the 
way they manage their human resources. 
INSEAD has invited the presidents and senior 
executives from 25 of them, from Europe and the United 
4 States, to this symposium. They will share the lessons they 
r l have learned on their way to being at the leading edge in: 
t : = ' ~ managing human resources in the international firm, 
i 


credits for Mic/eareer, experience. 
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| BUDIC-FORUTTY ....: 


- achieving major organization change 
- innovating through HR management 

in addition to the responses of these outstanding 
corporations to tough competitive challenges, the 
symposium offers.a chance to hear leading business- 
school academics from both sides of the Atlantic describe 
the state of the art. 

You can learn from excellent leading-edge companies 
like Olivetti, SAS, Xerox, ICL. Exxon, Philips, Nestlé, BP 
Peary Digital Equipment, Marks & Spencer, IBM, 
Volvo and more. 


To enroll, or for more information, contact: 
Marianne Ugé 

INSEAD, B ailding G, Boulevard de Constance 
F-77305 Fontainebleau, France 

Telephone: (33-1) 60724189, Telex: 690389 F 


For Cataloguo, calt or write: Ej 7 Internationa 1 Univ niversity 
udlo-Forum, Suite 188, .. D3 51 Waterloo Road 


fi Church Street, 484 
London WB 4LL. 01 937 1647. SEI STX, Se SCOL S 
“Stone ene me 


| ECONOMETRICS & FORECASTING 


31 January—14 March 


_ This popular course is intended for working economists who would like to 
"gait: a. practical understanding of econometric techniques in forecasting 
“and analysis: 
Further details from The Short Courses Unit, City of London Polytechnic, 
Be Moorgate, L London EC2. Telephone: 01-283. 1030, extension 324. 
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Associate Director of Studies 
SCHOOL OF INTERNATIONAL RELATIONS 


(University of Southern California 
United Kingdom graduate program) 


USC invites applications for the position of Associate Director of Studies in the UK Master of Arts 
Program. The post is at the level of Assistant Professor of international Relations, The University 
requires that applicants. hold the PhD degree. The Associate Director of Studies has both 
postgraduate teaching and administrative. responsibilities, The salary is subject to review, 
depending on qualifications, and will be between US$18,000 and $20.000 per annum, 
Applicants. should send a. curriculum. vitae and arrange for letters of reference to be sert to The 
haben of — USC, Regent's College, Inner Circle, Regent's Park, London NW1.4NS, prior 
to 1 March, y 9 


A led date will be 1 September 1986, and interviews will be held in London early in 
l. 


NEW COLLEGE DURHAM 


PRINCIPAL 


Applications are invited for the post of Principal of this Group 8 College of 
Higher and Further Education which falls vacanton 1 September 1986.0n the 
retirement of Leonard Bewsher. 
-Candidates should holda good. Honours degree and, preferably, a Higher 
} degree and have substantial and proven managerial ability and experience in 
“a-senior post in Education. Experience in Higher and Further Education is 
essential. This is a demanding and rewarding post for a forward-looking 
person with drive, enthusiasm and flair. 
Further particulars may be obtained from The Clerk to the Governors, 
‘New College Durham, Framweligate Moor Centre, Durham, DH1 5ES. 


The closing date for receipt of applications is 31 January 1986. 


University of Warwick 


British Petroleum Fellow in Education and Industry 


Merton College, Oxford 


OFFICIAL FELLOW AND 
TUTOR IN POLITICS 


The college proposes, shouid there be 
a Suitable candidate, to elect.a Fellow 
and Tutor in Politics with effect from 1 
October 1986. The appointment, ten- 
able with a University Lectureship 


(CUP) under the Board of the Faculty of 


Social Studies, is. open to both men and 


Further particulars are obtainable 
from the Warden of Merton College, 
Oxford OX1 4JD, to whom applications 


. should be sent by Monday 20 January 


1986, giving the names of three reter- 
ees who have signified their willingness 
to.act. 


International Relations — 
The Bologna Center of the Johns Hopkins University 
School of Advanced International Studies has an 
opening in the fall of 1986 for a Political Scientist with 
a specialisation in International Relations Theory. An 
additional ability to:teach courses on Atlantic Alli- 
ance matters is desirable. The Center offers a multi- 
year renewable contract at the assistant, associate, or 
full professor level for well qualified candidate with 
teaching experience, publications, and an interest in. |. 
research as well as teaching graduate level courses. 1 
The salary is competitive. Send curriculum vitae to: 


The Director, The Bologna Center, Via Belmeloro 11, 
40126 Bologna, Italy. 


programmes in- developing countries, welud- 
mg technical assistance, traning, adaptive 
research and information services. Will be 
responsible for developing collaborative R & 
Ü programmes with AID Missions, LOC ¢ 


FACULTY OF EDUCATIONAL STUDIES. — | 


perience in international 
Ds in relation to posthar- 


Applications are invited for this newly-established Fellowship from persons having a 
record of successful industrial or commercial experience at a senior level. Applicants 
should have demonstrated a commitment to the promotion of economic awareness 
among young people.and a capacity to work effectively with those in education. The 
appointment is tenable for three years, preferably from April 1, 1986, with the 
possibility of renewal. . 


iment and/or management, as expatriate team $: 
idader dr as frequent participant in foreign fb: 
assistance projects, or other responsible for 
eign position experience with international 
donot organisation is essential, Administra- 
tive Lier me. cute personi an 

ment, budget qe i 
knowledge of technical of administra 

& : . et egree (PhD pre 

The person appointed will be expected to teach on full-time and INSET courses and to Like an agricalture. 
promote a range of activities further developing partnerships between industry, 
schools/colleges and the Faculty of Educational Studies, which already contains an 


: Education-Industry Centre. 


Salary will be negotiable within the Lectureship/Senior Lectureship scales: £7,520- 
£14,925/£14,135-£17,705 pa (under review). Secondment would be considered. 
Further particulars and application forms may be obtained from the Registrar, 
University of Warwick, Coventry CV4 7AL quoting Ref No 20/3A/85. The closing 
date for applications is Jan 986. 


considered... 

D Chairman, Director Search Committee 

Pastharvest Institute tor Perishables 

103 Morsill Hali, University of idaho 

„Moscow, idaho 83843 (208-805-6791) 
The University of daho is an equal opperta- 
ii fiyalhiomatwe: acton-employdr and aduca- 
onal ing! 
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INTERNATIONAL TRADER 
- VENTURE IN CHRISTIAN SERVICE 





" qualified Christians experienced in trading with 
commodities or consumer goods produced in de- 
veloping countries. l 
-| A group of persons, concerned with carrying out the 
“Great Commission” in an effective way, needs 
_ | your expertise on a consulting basis. We wish to 
| explore possibilities of barter trade to increase 
penetration. of Christian literature to countries with 
litle or no hard currency available to import books. 


_ Ifyou think You are qualified to help us investigate 
















write to. us giving a short summary of your experi- 
ences together with a reference from your pastor. 





| Please note—This is not an employment ad! 
rader, c/o PO Box 1801 
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UNIVERSITY OF GUELPH 
_ International Rural 


University School of Rural Planning 
and Development 


p There isa major opportunity for a senior position in the University 






professional experience. The successful candidate will be located 
---in the University School of Rural Planning and Development and 
¿hold a joint appointment with another unit s) on campus. 


ence in international development, extensive Third World project 
experience, excellent communications skills, peer recognition as 
a senior researcher, teacher and administrator in this field will be 
among the qualifications of the successful candidate. A commit- 
ment to and demonstrated abilities in outreach and interdisciptin- 
ary research and teaching will also be required. 


This appointment is subject to final budgetary approval. 


| In accordance with Canadian immigration requirements, priority 
on j given to Canadian citizens and permanent residents of 
anada. 


Applications, together with résumés, should be forwarded 
to: Employment 
_ Guelph, Ontario, Canada, N1G 2W1. 

















OR COMMODITY BROKER FOR NEW 


| We are seeking contact with dedicated and highly : 


{new ways of accomplishing this objective, please < 
` should ‘be addressed to the Registrar, The University of Mel- 


_ Applications close on March 3, 1986. 
: The University reserves the right to fill the Chair by invitation. 














of Guelph for a well qualified person to provide leadership in the 
con ng expansion of the international program in rural devel- 
opme! his is a tenure track position starting at; a level 
commensurate with the candidate's academic qualifications and . 


JA PRD in a relevant discipline, senior qualifications in the Social. 
Sciences, eight to ten years’ progressively responsible experi- 


rvices and Training, University of Guelph, 









AUSTRALIA 
The University of Melbourne 


CHAIR IN FINANCE 


(Re-advertised) 


















Salary: $454,948 pa (subject to change following National Wage a 
decision). 5 
Further information about the position, including details of appli- © 

„Cation procedure, superannuation, travel and removal expenses, 
housing assistance and conditions of appointment, is available 

„irom the Registrar. All correspondence (marked “Confidential”) 








bourne, Parkville, Victoria, 3052, A 








; Equal opportunity in employment is the policy of the University of. | 
Melbourne. Boe 










i Senior Lecturer in | 
| Agricultural Management 
_ MANANGA AGRICULTURAL MANAGEMENT _ 

CENTRE - SWAZILAND 


Mananga Agricultural Management Centre, run by the Common- 
> wealth Development Corporation, is an international training 
x Institution serving the needs of agricultural managers trom 
Third World countries. It offers post-experience management 
“training in courses ranging from-four to ten weeks duration for 
< upto 35 managers. ` 
The Centre has a vacancy for a Senior Lecturer with a relevant) 
_ degree and postgraduate qualification who has experience oflarge 
.,) estate agriculture and management training. In addition to ; 
= responsibilities for training estate managers, the person appointed 
¿should preferably be prepared to make a contribution inthe areas | 
_. of organisational behaviour and/or personnel management. 
2 Excellent terms and conditions will be offered fora fixed term | 
|, contract with an attractive negotiable salary. Other benefits include; 
-annual teave, good housing, education allowances, free medical = 
i assistance and terminal gratuity. ; 
« _ The position is open to men and women and preference will be 
“given to candidates from Africa. 


Applicants should send detailed CV to Mrs. V. Nicholas, 
Senior Personnel Executive, Commonwealth Development 
Corporation, 33 Hill Street, London WIA: SAR, 

from whom further details can be obtained. 
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APPOINTMENTS 


THE FOOD STUDIES GROUP 
QUEEN ELIZABETH HOUSE 
OXFORD 


An economist with a strong qualitative background is re- 

quired to join the Group’s project team in Nairobi, Kenya. 

Seer ne Delta fe neath Ca Eaa Sees 

ee, | Govern a a m i monitor fun 

© ghangoe in TODA AABY, yste ing 

~The appointment will be for one year in the first instance with the possibility of extension. 
‘Applicants should have experience of econometric techniques and the use ot 
oer Rivers, Experience food | analysis would be an advantage. The economist 
will be requir aaea f tend ta 

` The salary will be on the University Scale IA (£7,820-£12,635) according h nd 
experince. Travel costs wil be provided topetior wih Tho alowanee sole în 

enya, 


Applicants for this post should send a full curriculum vitae, the names of two 
referens and an account of their reasons for wishing to join the Group to: The 
Group Director, Food Studies Group, Queen Elizabeth House, 21 St Giles, Oxford 
OX1SLA. Closing date for applications ls Monday 27th January, 1986. 












































plied 
Economists 


Unilever’s Economics Department. is rapidly 
building a reputation as a leader in the appli- 
cation ofthe ‘the new industrial economics’ to 
business problems. We have vacancies, now 
and next summer, for graduate, postgraduate 
or post-doctoral economists who will be 
based in our London Head Office. 

«Bright, innovative microeconomists, who 
want to apply recent research to real business 
situations, will be able to exercise and develop 
these skills. In addition to numeracy, clarity 

of both written and oral communications is 
essential, 


Experience in Economics Department is also 
an excellent basis for people who later want 
to move into operational management else- 
where in Unilever. 
~ Successful candidates will be offered a com- 
petitive salary together with the range of 
_ benefits normally associated. with a major 
i international company. 

-Please write, including your c.v. and a 


ie Statement of your work and interests in this 
field,.ta: 


Professor DK Stout 
Head of 
Economics Department 

PO Box 68, Unilever House 
Blackfriars, London EC4P 480. 










































(aR RRS 
IT] LOUGHBOROUGH 
=] UNIVERSITY 
CUY of TecHNOLoGY 
LECTURESHIP 
IN MARKETING 


Applications are invited from, graduates 


for an established Lectureship in Mar 


keting to join a group of stafi in the 
Department of Management’ Studies 
responsible for teaching Marketing to 
undergraduate > and postgraduate 
courses within the Department and to 
students studying for degrees in science 
and technology, i 

The post is tenable from the ‘earliest 
convenient date. The appointment will 
be made int the lower half of the scale 


£7,320 to £14,925 Gander review from | 


April 1, 1985). Postcard requests for 
further particulars and application 
forms to Paul Johnson, Establishment 
and Staffing Officer. quoting reference 
S0/UMS, Candidates may telephone 
Professor G. Gregory (0509 263171, ext 
450) for informal discussion. 

Loughborough Leicestershire 


National Institute of 


Economic and Social 


Research » 

The Institute. hás two vacancies for 
Research Officers on Scale |, £13,509 
£18,368, or Scale 1, £8,187-£1 1,943, 


both plus £1,366 London Allowance. 


Candidates should be qualified econo- 
mists and for more senior appoint- 
ments extensive research experience, 
with published work, is needed: Ap- 


“pointments are for two years. 


1. To join a team led by S. J. Prais 
examining vocational training and pro- 
ductivity in British and German firms. 
The candidate should preferably have 
some experiance of industry and a 
knowledge of German, 


2. To join the team working on the 
institute's model of the British economy 
and associated work on the forer 
and analysis for the National ins: 
Economic Review. 


Applications with full curriculum vitae 


‘and the names of two academic refer- 
ees by February 10 to the Secretary, 
National Institute of Economic and So- 


cial Research, 2 Dean Trench Street: _ 


Smith Square, London SW1P SHE. 





a Sk | 
Managing Director 
Salary Negotiable 
£24,000+ 


TransEcon international is the Joint Venture of 
Transmark and London Transport international, providing 
economic and planning services on a consultancy basis 


both in the UK and abroad. 


The Managing Director is responsible to the TransEcon 
Board for generating revenue and maximising profit. 
This will involve the planning of marketing strategies for 
the professional services of TransEcon; the quality.control 
of projects to ensure profitability; planning policy and 
budgets for board approval; and monitoring methods and 
systems developed and used by TransEcon staff, 


You must be an experienced manager with exceptional ; 
skills having at least 15 years’ experience in Transport 
Planning, Engineering and/or Economics. Knowledge of 
the consultancy industry both in the UK and overseas, 
the willingness to travel on a regular basis, and the ability, 
enthusiasm and drive to develop the activities of” 
TransEcon International are essential. 0 


Please send a full CV including salary details to: 
TransEcon International, Enterprise House, 






169 Westbourne Terrace, London W2 6JY. 










APPOINTMENTS _ 


University of Manchester 
Manchester Business Schoo! 


SENIOR RESEARCH FELLOW IN: 
MANAGERIAL ACCOUNTING AND 
FINANCE 


Applications. are. invited from: suitably 

Qualified candidates for the above post: a " 

‘salary range £14,135 to £17,705 (un- ; ANGLAIS ECONOMIQUE 

der review), Further particulars and : aaar ER O Foaie 

application forms, (returnable by Janu- | f arki Piisinoss 

ary 31, 1986) from the Registrar, The Saeed elage 

University, Manchester M13 9PL. | [economics and business management and 
ote Ref 267/B5/E1. 


OIL REPORTER 


= F Specialist oi! market publisher requires a head 
| for its Atlantic products reporting team. Good 
; understanding of the: spot oil ir esson- 
ital. Previous experience of mere company 
s oil trading useful. Salary around £20,000 4 
‘eat ‘plus bonuses and 


‘Ltd, Star House, i Gral- 
; London NWS 480. 


-UNIVERSITE 
DE LAUSANNE 


ECOLE DES HAUTES 
ETUDES COMMERCIALES 
Applications are invited for the postot 


AGREGE DE FACULTE, 


/ Before sending detailed applications, candi- 
dates should ask fora “cahier des charges” 
‘and details of salary by telephoning or writing 
to 

Professeur Charles flan, 
t dë l'Ecole des HEC, 
» OH-1015 LAUSANNE, Switzerland. 
(Tet: 21/46 40. 36) 
‘Closing date for applications is 28th Febru- 
ary, 1986; The successful candidate will take 
‘up duties on 1st September, 1966. 


Rural Development 
lanner/International 
| Outreach Co-ordinator 


in close consultation with the iteration! Development Planner, 

the appointee will work as part of a University-wide interdisciplin- 
ary group to assist in the continuing refinement of an international 
rural development program at Gueiph. 


< He/she. will be expected to provide leadership in identifying and 
Preparing the appropriate courses in response. to. the need, 
comparing them: to the University of Guelph’s resources and 
designing them for ‘on or off campus delivery. Responsibilities will 
include campus liaison, delivery (including teaching) of selected 


| French and holds at least -one honours de- 
er ee aeons in ther oiha ot 


UNIVERSITY OF STIRLING 
INSTITUTE FOR RETAIL STUDIES 


The Institute for Retail Studies which. is 
based in the Department of Business 
Studies invites applications from: suitably 
qualified candidates for a new post. 


SENIOR LECTURER/ 
LECTURER IN RETAILING 


| The appointee will organise a and contrib- 
ment de 


ute to short manage 
courses in ae and panioipai í n ve 


renaren ae 
do ni he eaing UK UK: ent ; 


hape kin 


cam resonon an aang Te 3 


will be on the scale of £14,700 to 


a1 8413 with USS for (Senior paeran, or 


£7,821 to £15,522 with USS (Lecturer, 
Further particulars are available from 


: i e A retary, _unwerstyof String 


Scotland (Tet: va 
73170, ext aaah to whom 
should be sent berora January 31 1086. 


FELLOWSHIPS 


| INFORMATI 


SPECIALIST : 


; d form part ol 
smali team who collectively cover the usual 
span of Trade Association activities. 


Salary: Negotiable around £10,000 pa. 


Applications are invited for 


THORN EMI, BRITISH 
PETROLEUM and TIMKEN. 
POSTDOCTORAL 
FELLOWSHIPS 


INSEAD MANAGEMENT OF 
TECHNOLOGY & 
INNOVATION RESEARCH 
PROGRAMME 


Academic Position: 


elements of short courses and liaison with donor agencies and 
potential cl Although the work will focus on Third World 
development issues, the successful candidate will also have a 

~~ Tole to play in the development of short courses and outreach 
: activities in rural development in Canada. 


The. program of short courses will be co-ordinated by the 
University School of Rural Planning and Development, and will 
amongst others, the active participation of the Centre for 

al Programs and the Schoo! of Part Time Studies and 


Di in a relevant discipline, significant 


tional development, proven nies to liaise | 


| tion, research and puisan and aon pe 
{Course design and instruction in many aspects of international 
“rural development. 


Itis likely that the successful candidate will hold a cross- 
appointment from The University School of Rural Planning and 
Development, in another unit in the University. 


-This will be a contractually limited appointment, subject to final f 


budgetary approval. 

In accordance with Canadian immigration requirements, priority 
will be given to Canadian citizens and permanent residents: of 
Canada. 

Applications, together with résumés, should be forwarded 
to: Employment Services and Training, University of Guelph, 
wove Ontario, Canada, N1G 2W1. 


ECONOMIST JANUARY 13:1086: 








Postdoctoral research fellow: a one to: two-year research 
appointment (extendable). The research must fit-within the 
scope of INSEAD's Management of Technology and Innova» 
tion Programme. The current portfolio of projects includes 
research on innovation in large firms, technology partner- 
ships, competitive use of technical standards, internation- .: 
alisation of manufacturing technology, internationalisation 
of R&D management, etc. . . 
Academic Qualifications: 
Candidates should have'a PHD, in business administration 
or engineering management; focused on an area related to 
management of technology-management of innovation. 
Salary and Support: : 
Annual salary FF190 ,000-F F220, 000 according to age and 
experience. Living allowance vided and řeasonäble 

3 pro: ; : : 


p one : i 
Send curriculum vine, copy of recent publications and/or 
doctoral thesis, statement of research intent to: 

Martine VAN DEN POEL 
Administrative Director 

. Technology and Innovation Programme 
INSEAD 
Room E, Boulevard de Constance 
F-77305 Fontainebleau, Cedex, France. 


Application Deadline: 
1 February, 1986. 








THE EUROPEAN INVESTMENT BANK 
The European Community's bank for long-term finance, 
finances projects in the Member Countries of the EEC and in over 
seventy other countries in the Mediterranean, Africa, the Pacitic 
and the Caribbean. 


-Uts stalt are recruitedin.the Member Countries and work in mul- 
` tinational teams. 

«The Bank is currently seeking, for appointment to its Research 
Directorates.” 


wHEADS OF DEPARTMENT 
(up to 55 years of age) (m/f) 


- one for economic research in the Member Countries 

(ref. ET 8602) 

- one for economic research outside the Community 

(ref. ET 8603) . 

Duties: : 

CI totake charge of the two departments in question and instigate, direct and supervise economic 
research in the Member Countries and outside the Community; O to assist the Manager of the 


Research Directorate in the preparation of notes and proposals concerning the Bank's lending 
criteria. and guidelines for developing its operations and increasing efficiency. 


in particular, the two departments are responsible for: 

E monitoring and analysing the ecoriomic situation and outlook in those countries that form their 
province and the economic policies they pursue; C) conducting regional, sectoral and market 
studies: participating in the appraisal of projects and specifically the economic considérations, 
with special reference to.» compliance with the Community's economic policy objectives and 
guidelines, and coordination with other Community sources of financing, in the case of the first 
post; + the contribution.any project will make.to the process of development in the countries con- 
cerned and to the pursuit of the stated objectives of Community aid, in the case of the second. 


Qualifications: 
highly qualified economists with broad practical experience of macro-economic, regional, sector- 
al and market studies and project appraisal and a thorough understanding of economic condi- 
tions, problems and policies: C in the Member Countries of the Community and the other leading 
industrial countries, inthe case of the first post; C in the developing countries, in the case of the 
second, : : ? 
Familiarity with the major. developmients.in macro and micro-economic theory and with the main 
tools of quantitative economic analysis. 
The right approach and temperament to manage a team of specialists. 
Ability to produce clear, concise reports in.the appropriate style. 

Languages: ; 
excellent command of French and English. Familiarity with other Community languages would be 
an advantage. . 
The Barik offers very attractive terms of employment, a generous salary commensurate with 
qualifications and experience and a.comprehensive welfare scheme. 
Applicants, who must be nationals of Community countries, should apply in writing, enclosing a 
detailed curriculum vitae.and a photograph, to: 
EUROPEAN INVESTMENT BANK 
Recruitment and Training Division 
100, Boulevard Konrad Adenauer 
L - 2950 LUXEMBURG : . 
Applications will be treat 


USA 


VENTURE CAPITAL | 


UNIQUE OPPORTUNITY 


_ Established company: seeks additional: capital to promote revolutionary 

technological breakthrough in the nut industry. Over 300% increased 
production: Projected returns reach 62% annually for decades. Partici- 
pation in Management 


Write: Cipher 97-1915, 


3€ aisonneùve, 1219 
Chatelaine-Geneva/Switzeriand, : 


Agro industrial opportunity. High 
leverage, five-year payout quotas 
US$5,000 to $60,000. Brochure 
£10 p&p. 
Legge 
18 Colebrooke Row 
Islington, London N1 


P; Lavell. 
9 Village Close, London NW3 SAH. 
Tek 01-794 6060. 


65% PROFT 1984 
214% PROFIT 1985 
Managed Commodity Accounts 
MINIMUM INVESTMENT 
US $35,000 
Contact: James R. Reed 
Symance lac 
5501 Seashore Drive 
Newport Beach, Calif 92663 
el: 714 646-2434 


CUT THE COST OF 
YOUR STAY IN LONDON 
Take a furnished, self-contained service 
apartment in. Knightsbridge, near Harrods. 
Fully equipped kitchen-dinette, bathroom, 
phone, colour TV, central heating, ‘elevator. 
‘Suit 1-2 persons. Brochure by airmail. 


45 Enniamore Gardens, LONDON Sw7 
; oo Weln01-584 4123 


HOTEL NUMBER EIGHT 


a small tuy hotel in Londons 
est End 
excellence in comfort & service 
Single bedroom £33 inc. vat 
Double or Twin £40 inc. vat 


“ sumptuous buffet breakfast: "colp 
our tv, radio “ direct dial telephone * 


| | hair dryers * tea/coftee/chocolate in 


bedroom “mast rooms with private 
facilities 


HOTEL NUMBER EIGHT, 


Telephone 01-3707516 | 


Do you heed an vinternationally- 


accepted Travel Document’ plus 
Residency status and tax advantages 


Foiea hight pected. democracy? 


Personal residency inthe Country is 

“not required.” 

A $50,000 investment will achieve 

this plus capital growth and high 

yield. z 

Write: LA ae 
FIDELITY MANAGEMENT © 
INTERNATIONAL, INC. | 

Dept. 128, PO Box 

Colon 1007; San 


T Tels: 606722% 
Telex: 48i 





before entering into any binding 
commitment. 


HOW TO GET A SECOND PASS- 
(PORT. Report. 12 countries analysed. 
f Detalls WMA, 45 Lyndhurst Terrace, 
-Suite 545, Hong Kong. 


ROLEXS ROLEXS ROLEXS wanted. 

Also Cartier, Piaget, Vacheron, Patek 
hilippe, Audemars etc. Cash any time 
r Sullivan on 01-286 7102. 


INTER, SPRING OR SUMMER. in 
_ the lovelier parts of Italy. With Magic of 
Maly, 47 Shepherds Bush Green, Lon- 
don W12 BPS, Tel: 01-749 7449 (24 hr 
FREE brochure service): 


NEFACTOR for graduate with B. 
Momm requiring. course. fee “support 
MSc ansport Management com- 
mencing 1986; Contact Box 3455 The 
Economist Newspaper, 25 St James's 
Street, London SWIA IHG. 


FURNISHED LETTINGS SW London, 
Surrey, Berkshire. Contact MAYS, Ox- 
shot (037 284) 3811. Telex 6955112. 


SCULPTURE OF JOHN LENNON. 
Bronze cast bust, life size, limited edi- 
tion. £1,700. Please telephone 01-979 
6847. 


US NEWSLETTER 


PUBLISHING 
OPPORTUNITY 


For intemational. corporate/institutional 
partners. Early 1986 start-up. 

Write to: PO Drawer 386, Cos Cob, CT 
06807, USA. 


“YOUR OFFICE 
IN AFRICA 
Comprehensive facilities for your perma- 


nent.or-tempotary base available from 
jst March — contact Harare Zimbabwe: » 


Telephone 263 0 47976 
Telex 2195 JHASS ZW 


CONCORDE 


7 Concorde to New York return bichading transfers 


OVERSEAS POSITIONS 


Hundreds of top paying posi ions avi 
able now. Tax-free incomes. 
tractive benefits, Opportunities | 
cupations, skied Iradas, “protess: 
management, tec sonn 
Open Mon-Fri 123 6-11 15 (ast orders). management, technica! pene 
Sat Dinner only. 
Overseas È rako, Fown of Mount 
of of Mount f 


EC, PO Box 460, 


LA PROVENCE 


Atmosphere & elie of a 
‘and the Mediterranean. 
Pre ane ane aieri teates ire suppers. 


Futures trading with a full capital g gua intee 
(minimum investment U.S.$ 20,000). 
Write today for a FREE brochure 


and please include your bial idles 
Sorviees $A, De 


+ 
ESTMEN Tet: y 
| GUARANTEED INVESTMENTS LIMITED Telex. 64978 dunet 
j Affiliated with the Durin & Hargitt International Group 


APPOINTMENT 


Ar GHANISTAN WANTED 


Since 1980 the Afghanistan Relief 
Committee has been sending medi- 
cal aid, food, and support for schools 
to villagers inside Aighanistan. ARC 
is the primary US support source for 
Médicins sans Frontieres and others 
who risk their lives to bring in help. 


For more information or to send a 
contribution, please write to: Dept 
E, Afghanistan Relief Committee, 
Suite 4100, 345 Park Avenue, New 
York, NY 10154. 


| 5t*** Hotel 5 Nights 
UNBEATABLE INCENTIVE/HOSPITALITY PACKAGE 


SENIOR INTERNATIONAL JOUR: 
Toshair Ltd | -NALIST experienced in management 
380 Kings and reporting. seeks commission, 01. 


SW3 Suz 
Tot: 01-381 7755. 
Telex: 21120 Ret: 200 


SWITZERLAND 
LAKE GENEVA or MOUNTAIN RESORTS 


Foreigners, can buy lovely: apartments or chalets with magnificant views. 


MONTREUX, VILLARS; VERBIER, LES DIABLERETS, CHATEAU D’OEX: NEAR i 
GSTAAD, LEYSIN, Prices trom SFR. 423,000. Morigages up to 65% at 63% interest. 


SWITZERLAND 


Sale to foreigners authorized 
uy your STUDIO, APARTMENT or CHALET on LAKE GENEVA, MONTREUX 
or in one of these gergo summer and winter-ski resorts; CRANS-MONTANA, 
VILLARS, LES DIABLERETS; CHATEAU-D’OEX/GSTAAD & JURA 
000. 60% credit at'612% interest for'5/20 years. 
uedeMontbrillant Tél, 41-22/34 1540 
202GENEVA.... Télex 22030 


GLOBE PLAN S.A. 
Visits welcomed 
also weekends 


Av., Mon-Flepos 24 
CH-10006 Lasuanne 
Switzerland 


Tel. (21) 22 35 12 
(21) 20.8997 
Tix, 25185 melis ch 


The closer you look at property the more you see SONEA 





ND OF F ie E. 


ST.QUINT NOC A ARTERED SURVEYORS- WEST EN 01-499 8626 TELEX 268884 | 





TELEPHONE: 





rivate university with h enartar granted by the 
Government of Pakistan. 
mme will commence in September, 1986. 


" Applications are invited, 
fee appointments at all levels: 


© Professors © Assoc o Professors © Assistant Professors 
~ © Lecturers 


In areas of: 
© Finance © Marketing © Production Management 


© Organisation Design .@ Operations Research © Statistics 


© Accounting © Econometrics. 


_ Applicants should possess relevant academic qualifications and 
a proven research and/or teaching record. 


Compatitive salaries and fringe benefits 
; ` Range: Rs, 8000 — Rs. 25000 p.m, grass 
~ Working environment is highly professional with opportunity for 
private consultancy and research. 


Please send your applications and curriculum vitae 
by 25th January 1986, to: 


The Director, Lahore Graduate School of Business 
Administration, 103-C-2, Gulberg, Hl, Lahore 11, Pakistan. 


KIEL INSTITUTE OF 
WORLD ECONOMICS _ 
ADVANCED STUDIES IN INTERNATIONAL 
ECONOMIC POLICY RESEARCH 


August 1, 1990-Moy 31, 1987 


Outline: 


p compact, up-to-date information on the most ihporieri areas of intema- 
tional economic relations through concentrated courses given by iternationak 
ly renowned university teachers and through seminars given by leading 
representatives of international organisations, domestic policy institutions 
and international corporations; 


LJ profound training of skills pertinent to international economie analysis, 
methods of empirical research, icated  information-gathering, the 
evaluation of economic policies and international business strategies; 


» @ designed for economists holding a university degree who are interested in 


a career in international business, governmental and intergovernmental 
organisations, academic ee ete, 


Lecturers: 
Jacob Frenkel (Chicago) 
Paul de Grauwe (Leuven) 
_ deffray Sachs (Harvard) 
Gunter Dutey (Michigan) 
John Dunning (Reading) 


Horst Siebert (Konstanz) 
Gustav Ranis (Yale) 


Alan Deardorff (Michigan) 


lacroeconomics i in Open Economies 
j the International Monetai 


; inal Financial Markets 
International Investment and 
Management ; 
international: Resource: Mani agement: 
Pevelapment and Trade Strategies 


for k 
International Trade and Protection 
For detailed information write to: 


Advanced: Studies we 
Ouesternbrooker Weg 120 
D-2300 Kiel 1 
Fed. Rep. of Germany.. - 


AN Arthur D. Little Management Education Institute, bac.” 


MASTER OF SCIENCE IN MANAGEMENT PROGRAM 
DESIGNED TO IMPROVE YOUR MANAGEMENT SKILLS 


tupust IS. 1986 Juh M POs? 


Unique 11-Month Program Trains Results-Oriented 
Managers: 

Concentrations Offered in International Business or 
Economic and Industrial Development 


We urge you to write for complete information if you: 
p> need to be back at work with enhanced skills in one year; 


p» aspire to a senior-level management position in public or 
private enterprise, government or är international 
institution; 


P want to learn from professors who have had practical 
experience in dealing with the problems addressed in the 
classroom: ; 


P wanta graduate management education emphasizing 
international issues and problems. 


For complete information, write or telex: 

Admissions Coordinator A 

Arthur D., Little Management Education Institute 

35/E1 Acorn Park 

Cambridge, Massachusetts 02140, U. S.A. Telex No. 921436 


*A subsidiary of Arthur D. Little, Inc., one of the world’s 
largest management and technology consulting firms 


Currency Swings: 


eo. + 
Cutting Your Risks 
If you make payment in a currency other 
than your own, you fear the potential 
in its cost between no 
time. If you receive pa 
currency, you fear a fall in its value 
between now and receipt time. 


Through interbank and other counter- 
balancing transactions, we can relieve 
yee of your concern. Phone or telex. 


Worldollar Corp. 
488 Seventh Ave. 
New York 10018 

| (212) 947-8297 
Telex 269356 
































































a 
“OUTPUT, DEMAND AND JOBS America's unemployment rate fell to 6.9% in 
- December; West Germany's held steady at 9.2%. Holland's jobless rate fell to 15.1% 

in the same month, though this is still the highest in our table. Germany's industrial 
" production fell 0.2% in November but the 12-month rate of growth quickened to 4.6%. 
Italy's industrial output slumped 3.8% in October to a level 1.5% lower than a year 
earlier. Swedish industry boosted its production by 1.8% in the year to October and 
“GNP grew by 2.6% in the year to the third quarter. 

: 7 change at annual rate 


industrial production GNP retail sales unemployment % rate 
3mthst ne Sia kort 3 mthst jom peA year ago 


+2.5 
















Ti A3.5(11)" 12.4 
t FOSIS) — 2a) OEY 
1,7 (OE 260)" 29 

















: + 
Value index deflated by CPI. se ont 
‘PRICES AND WAGES The 12-month rate of grown in consumer prices held steady 
-at 1.8% in West Germany in December and 8.6% in Italy, but Belgium's inflation rate 
- fell to 4.0% from 4.2% in November. West German wages increased by 3.2% in the 
-12 months to November, and ‘in Holland wages rose only 1.9% over the same period; 
Italian workers: got arise of 10.4% in the year to October. Wholesale prices fell 4.0% in 
_Japan.and 1.5% in France in the 12 months to November. 
:% change at annual rate 


consumer prices” wholesale prices* wages/earningst 
1 year f 
























+ TaN + 27 6) 














a agë rates in manufacturing except Australia, pase ape rae and Switzerland, monthly eming Belgium, 
! wet, "eae ps and USA, hourly eamings, UK: monthly earnings forall employees. 


GNP% change on previous year 








have among the fastest and steadiest Greece 
growth rates. But neighbouring New 


Zealand, also run by a free-market 
Labour government, is set to have the 
slowest two years of any OECD econo- 


Dollar index 

Al items. 79.5 

Food 93.2 

Indústrial 
All 67.7 
Nia* 723 723 
Metalist: 63.8 63.5” 

Sterling index 

Altitems 127.8 

Food 149.8 

Industrial ' 

. All 108.8 108.9 
Nfa* 446.3 116.7 
Metalst 1026. 4025 - 

sor index : 

All items 94.1 96.7 

Food 110.4 116.5 

industrials 
All 80.1 79.8 
Nfa* 857 = 85.6 


Switzertand Finland 


d-operation and Develop- @ 1985 estimate 
| ment suggest that Turkey will be the , & 1986 forecast 
“| fastest-growing OECD economy this Source: eco 
year. Japan had that honour in 1985, 
when its real GNP increased by an 
-estimated 5%. That could slow to only sige one 
| 33% this year, according to the fore- Austria 
casters. Over the two years com- ae Belgium Spain pop ? ? 
-bined, they reckon that Australia will T. mae Halen e EE) 
} 
| 





THE ECONOMIST COMMODI 

INDEX Coffee prices soared ¢ 
cents a lb this week, their 
more than eight years. 
shrugged off the official 
mate of 16.7m bags for it 


Most analysts think Brazi 
around 13m bags. The 
on „other crops. és 


1986, against 17.2am tonn 
this season's productio 
Sao Paulo ‘state may 
boxes, 40% below. erpai 


1980= 100 


Metals? 756 75.2 
Gold 
$ peroz 327.5 327.75 Re 
Grude oil (spot) Arabian light 
Sperbarrel 27.75 27.75 ~ O58 
*Non-lood agricuiturals, tTin price trom Metal BA 





Portugal | 
italy 4} 








|-my. A main reason for the difference: 
| New Zealand had a bigger mess to Zealand 


©% 








Foo tes applicable to "ail tables. All figures seasonally adjusted except where. otherwise stated. "Not seas. adj: fAverage of latest 3 poner z 
compared with average of peoia 3months, at annual rate. n.a. Not available. Small figures in brackets denote month of indicator. ; 






































FOCUS: SPARE CAPACITY The | 
economic recovery of the past three | 
years has put much idle plant back to 
work in the main industrial economies. 










WORLD BOURSES The bulls continued to charge: 12 of the 15 markets hit new all- 
time highs this week. Hongkong passed its previous 1981 peak at last, thanks to the 
traditional rally ahead of the Chinese new year: But Brussels slumped almost 6% on 
news that last year's budget deficit was larger than forecast. 


But in none of them has capacity | Stock price indices % Change on 
utilisation in. manufacturing yet | Jan -1985/86 one one record = SH/12/84 
reached the heights it was at during 7 high low week year high _intocal in$ 


the 1979-80 boom, just before the 
second oil shock pushed the world 
into recession. The biggest increase 


in the use of capacity has been in | Frane 278.5 2785 C180. 
Canada, but its industry still has the | W. Germany 2029.8 2048.9 1411.8 
farthest to go to’ be working flat out. In | Holland 2611 265.9 185.6 
Britain, by contrast, manufacturers are | Hongkong 1815.5 1815.5 _ 1220.7 
almost back to the workloads they had | 42 wae 4 sae wines 
in 1979—even though their output has Geant ome aay BES 
yet to regain that earlier level. So | scuimatica” Vion? 11007 671 
much plant has been scrapped that | Sweden 16838 1883.8 8B Fi 
bottlenecks are appearing when more | Switzerland 6123 6153 388.7 

| than 13% of the workforce is still) Uk nas 11496 917.0 
unemployed. The main moral of the | USA 1565.7 1565.7 1185.0 


chart is the need for more investment 
to expand capacity, rather than just to 
save on labour. 


Capacity utilisation in manutacturing 
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+ 64,2 





















































MONEY AND INTEREST RATES The 12-month growth of both measures. of 
Holland's money supply quickened in the 12 months to October: M1 rose 7.0% and 
broad M2 grew by 9.2%. British banks raised their prime lending rates by a full 
percentage point (not shown in our table)—their first rise for the year. 


Money supply Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 




















a) 1979-80 peak=100 @ 1982-83 trough % rise on year ago Money markët Commiercial banks Sond yields Eurocurrency 
@ 1985 latest Narrow Broadt Overnight 3months Prime Deposits Gov't Corporate Deposits Bonds 
lending 3months long-term 3months 
Australia 18.75 19.40 20.60 1935 1424 4524 18.22 15.06 
Belgium +49 +62 (6) í 970 975 J250 930 1019 4056 988 na 
10.13 10.00 10-00- 10.00- 1022.. 10.36 963 16.83 
“900 13 V060 9.13 4032 


























-563 581 750758 
italy me enee S R RA NA m 
West. e + 8410) 719 671 550 3.80 
Germeny Sato na AEA 40. 15.05 1205 1 
& "215 4.00 7.28 «400 4.49 
40.00" 11.97 1250 120 WA NA 03 11. 
USA FE 73) 781 7609.50 776 851 1050 800 910 


TRADE, EXCHANGE RATES AND RESERVES 


Other key rates in London 3-mth Treasury Bills 11.2%, 7-day- Interbank 11.0%, cl 
Eurodollar ar rates iad 3 mths 8.1%, 6 mths 8.1%. 


clearing banks’ 7-day notice 6.4%. 








redietbank, Credit Lyonnais, Svenska Handelsbanken, "ANZ bank, Credi 
and cannot be construed as offers by these banks. alatest available rates. 





West Germany's surplus on visible trade rose to $2.6 billion in ‘November, 


taking the 12-month total to a record $24.4 billion. Sweden's trade surplus also increased to $462m in the same month, and its 12- 
month figure widened to $1.9 billion. The dollar weakened by 0.2% in trade-weighted terms during the week; sterling fell 0. 5% and 
touched a record low of DM3.50. 
























Trade balance** curent- currency units per $ 3mth forward rate Trade-weightadt currency units foreign reservestt 
$in ` account exchange rate Sbn... 
eii T balance Discount’ 
latest latest 12 $on premium 
month mone latesti2 mths latest yearago  per$ %pa latest  yearago perg per Sor Öar year ~ 
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x onan. = Dise 7.75 619 209 159 
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~ year of your life? 


An MBA at IMI-Geneva 





A Master of Business Administration is a valuable 
qualification wherever acquired. But we think that 
the experience of taking your MBA at IMI is some- 

hing rather special. In fact, many of our participants 
have told us that it was one of their most interesting 
and worthwhile years. 

You will work with other managers who have 
several years of professional experience and who 
come from twenty or more countries. Your faculty 
represent more than a dozen nationalities. You will 
make friendships spanning the world’s major eco- 
nomic centres and principal business sectors. 





The program workload is heavy but the activities 
are varied. A ten day overseas study trip is included. 
The program ends with a challenging 5-week manage- 
ment consulting project. You will be one of a group 
of 50 highly motivated managers determined to 
succeed both academically and professionally. 

The program lasts nine months and the next 
session is from 25th August 1986 to 22nd May 1987. 
If you have the high potential, stamina and 
openness of mind to join this unusual group, Ahmet 
Aykaç, Director of the MBA Program, will be glad to 

hear from you. 


International Management Institute, Geneva 
4chemin de Conches, 1231 Conches Geneva. Switzerland 205. Telex 427452. Tel Int'l + 41 22:47 11 33. Fax: Int'l + 41 22: 464439 


Established in Geneva in 1946,1M1 is an independent non-profit foundation with a substantial permanent faculty teaching. 
researching and consulting on all aspects of advanced management for multi-national companies, governments and 
international organizations. It provides a comprehensive range of general and functional management 
education programs. together with seminars on current issues. 

The MBA degree is awarded jointly by IMI and the University of Geneva 
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“How do you get tivity moving?” 


N < y 
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“Talk to Gould” 


Keeping the wheels of industry turnifig 


Gould Industrial Automation Systems have helped to 
turn existing labour-intensive manufacturing opera- 
tions into efficient, integrated production systems, 
that are flexible enough to adapt to shifting product 
cycles and smaller production runs. 


As well as being increasingly used in the automobile 
industry, these Gould Industrial Automation Systems 
are used in electronics, food processing utility, 
chemicals, and aerospace: 


Gould is also predominant in four other rapidi 
expanding markets. Information Systems, Instrume 
Systems, Defence Systems and Electronic Co 

ponents, including semi-conductors. 


To find out more about Gould’s capabilities, write to 


Gould Electronics Ltd., Gould House, Viable 
industrial Estate, Basingstoke, Hampshire RG22 4L 
England. 
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The ° ~ UNCORRUPT RUSSIA AND CHINA? 
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Life in the 
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How a 


Fujitsu computer system 


took Dr. Noguchi 


to her father’s star. 





Dr. Hisako Noguchi is a den- 
tist in Tokyo who has an unusual 
hobby: she studies comets. She's 
been studying them ever since 
childhood when her father, an 
astronomer, introduced her to 
them. 

Her father was fascinated by 
comets, and he made them 
seem so magical to her that he 
ignited in her a passion that has 
lasted all her life. 

Her favorite comet is Halley's 
Comet, because, among other 
more scientific reasons, that was 
the ‘star under which her father 
was born. He was born in 1910, 
the last time Halley's came. And 
he always hoped to live until 
1986, so he could see it come 
again. 

¥ He didn't make it; he died in 
1979. But Dr. Noguchi, as she 
promised him, is seeing it for him. 
She's seeing it up close. 


Deep space probes & Fujitsu 


She's seeing it not only with 
her eyes, but — through published 
reports — with the instruments of 
two deep space probes that Japan 
has launched to rendezvous with 
Halley's Comet and study it as it’s 
never been studied before. 


HRR 
FUJITSU 


Fujitsu Limited -Tokyo, Japan 






aa m PoP 
Maree alt. a 


The space probes, which 
have effectively ‘taken’ Dr. 
Noguchi right up to Halley's, are 
being controlled by a computer 
system that not only precisely 
positions them more than a 
hundred million miles away from 
Earth, but also processes all the 
data they send back. It's a very 
special kind of computer system, 





Path of Halley’s Comet, and inter- 
sect trajectories of Japan’s deep 
space probes, displayed on screen 
of very large-scale Fujitsu com- 
puter system. Fujitsu specially 
developed the complex software 
that manipulates all range and rate 
data to predict and determine the 
path of the probes. 


a ‘communicating computer’ sys- 
tem that integrates both computer 
and communications technolo- 
gies. It's the kind of system that 
could only have been made by a 
company like Fujitsu. 

Who is Fujitsu? 

Fujitsu is Japan’s number one 
computer maker. We're also one 
of the world’s leading tele- 
communications makers. And a 
company known for our strong 
commitment to sharing our high 
tech resources with our partners 
and customers in all the countries 
in which we operate. 

Because of our unique dual 
computer-communications ex- 
pertise, we are ideally positioned 
to play a major role in the infor- 
mation revolution that is now 
gaining force in the world. We will 
be helping to put a computer on 
your desk, and to tie your tele- 
phone into a mind-expanding 
network of information services. 
We will be helping to lift you 
beyond the age of the computer 
to the era of the communicating 
computer — to remarkable sys- 
tems that can do miraculous 
things. Like take a fond daughter 
to her father’s star. 


Japan’s number one computer maker. 
And a world leader in telecommunications technology. 
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‘A free night in KLMs 


Surprising Amsterdam?” 


“Yes-it’s the 


Stay-on-the-Way offer: 


age 


Ree ee 


Flying KLM’s Royal or Business Class 
on an intercontinental trip via Amsterdam? Then 
discover something special: Stay-on-the-Way. 
From the Holland Promotion Foundation. 

Just look what you can enjoy: a free hotel 
room — either for one night or one day in an 
Amsterdam top hotel. A 40 guilders meal 
voucher (app. US $ 15). Plus free bus transfers 


) 


i 
s] 
X . 


between the airport and the city terminal. 
Fly KLM via Amsterdam Airport Schiphol 
And Stay-on-the-Way. 
We'll give you an Amsterdam good time 
on the way. Ask your travel agent or 
KLM for full details. eee 
eS 


The Reliable Airline KLM 


Royal Dutch Airlines 
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Style wars 
hatcher's failing, page 11. 
neseltine’s gamble, page 39, 
and why those companies 

joined him, page 40. 


Tory trimming 

On public spending, page 45, 
while interest rates edge up, 
page 40. 


Dollar trade-weighted index 


1975=100 135 
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Downing the dollar 
A better way than talking, 
page 12. 


Chunnel 
till divided, page 52. 


Commodity futures 
Tin’s, pages 64-65. Pepper's, 
page 55. Tobacco's, page 56. 
London's, page 64. 


Kiwi farms 
Lose crutches, pages 60-61. 


War films 


Sony and Jvc aim for the next 
video market, page 51. 


Let’s step outside 

lf Russia has walked beyond 
SALT-2’s missile limits, so can 
America, page 13. 


The other deficit 


America talks tough with Japan 
and Canada, page 26, while 
still stumbling over the budget, 
page 27. Sats in trouble, 

page 28. 
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King’s day 
Black America celebrates, and 
mourns, page 25. 


Clubland 


Nader raids Lloyd’s, page 63, 
and tries to loosen British 
gags, page 44. China joins 
GATT, page 54. 


Europe frozen 
By little Denmark, page 33, by 
littler Libya, page 22. 





Ulster pork-barrel 
Give its politicians an 
American one, page 14. 





Unconinidely 


Deng’s trouble in keeping 
change going in China, page 
17, and Gorbachev's in 
starting it in Russia, page 34. 


Leader for Lisbon 
The best bets, page 14. 


Whip cracks 
In South Yemen, page 19. 


After Marcos? 

The chances of a fair 
Philippine election, page 21. 
Mrs Aquino's economic policy, 














Tenth dimension 
Where force and matter are 
one, pages 69-72. 
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World politics and current affairs 


11 Thatcher's style wars 

12 Talking down the dollar 

13 Let's both step outside SALT 

14 Atip for Ulster 

14 Portugal needs a leader 

16 British scientists’ lament 

17 International: China tries to learn a planner’s hardest 
lesson; Chinese farms; South Yemen; South Africa; Japan; 
India; Philippines; Sanctions on Libya 

25 American Survey: Living Martin Luther King's dream; 
Trade; The budget; Savings and loans; Polymer Valley; Los 
Angeles; Democracy; PEN in New York 

33 Europe: Something very stubborn in the state of Denmark; 
EEC and Denmark; Soviet Union; Italy's Berlusconi; France; 
Spain; Greece and America; Austria; czc: European 
Parliament 

39 Britain: The Westland row: a few more facts, a lot more 
noise; European consortium; Fulham by-election; Broad- 
water Farm; Interest rates; National Health Service; Free- 
dom of information; Public expenditure: Tomorrow's bills, 
today 
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Business, finance and science | 


49 Business this week 

51 World Business: Sony and svc shoot from the shoulder: 
Patents; Cross-Channel link; The Philippines; China and 
GATT; SABIC; Pepper; Tobacco; Cadbury Schweppes; Span- 
ish steel; West German labour; British newspapers 

60 Business Brief: Kiwi farmers lose their crutches 

63 Finance: Nader v Lloyd's; International Tin Agreement; 
London Commodity Exchange; Ecuador; Polish debt; Tin; 
Consumer credit in Britain; Texaco and Kodak; Kondratieff 
cycles; Wellcome 

69 Science and technology: Life in the tenth dimension: four 
pages on what is exciting physicists 

91 Economic and financial indicators 
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Books plus and letters 
73 Books plus: Writers of the New Right; Ezra Pound and 
Wyndham Lewis; Special Operations Executive; Dayan; 


Books on British cinema; British Film Year 
6 Letters 
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< Anti-terrorism 


Sir--The premise of your leader, 
“Let Israel hit back” (January 
4th), is mistaken. You appear to 
accept the notion that Israel 
should act as the world’s gen- 
darme against terrorism, simply 
because it has been the most 
active in retaliating against ter- 
rorists who make it a target. This 
is wrong for two reasons. 

First, because such a role is 
beyond Israel’s strength. Second, 
-though terrorists may conceive 
their attacks to be a protest 
against Israeli policies, it does not 
follow that we should accept the 
“logic which connects their griev- 
ances. with the indiscriminate 
: murder of innocents in third coun- 
; tries. Morally as well as rationally, 
such logic is unacceptable. 

Terrorism is an international 
problem, as piracy was 200 years 
ago. It is wrong to write of pun- 
ishing terrorism as if it were the 
private affair of any one govern- 
“ment. Like piracy, terrorism can- 














































ernments agree to collaborate in 
suppressing terrorists and punish- 
ing those who harbour and sup- 
-port them. 
Cambridge, 


Massachusetts YITZHAK KLEIN 


~SIR—You say that if Israel suc- 
ceeds in discriminately punishing 
ase who planned the Rome and 


‘Vienna airport atrocities, we 
TheEconomist 


EWU Intelligence Unit 
pst published: EIU Special Report 


























Management 
Accounting 
Reports 
‘Guides the non-technical 
snein laih raed 
process o and applying a 
| model to produsa flexi fe ' 
| accounting reports. 
capa mse om 
‘Framework, Smart. rc mg model 
£35 (US$65), two models £45 
. (usse), three models £50 (US$90). 
first in this series, Cash Flow 
Forecasting, is available price £55. 


London WIA 1DW 
UR. Tot 01-499 6711 


New York, NY 
USA. Tel: (212) 541 EI 


not be eliminated until all gov- | 


should applaud. Israeli punish- 
ments often take the form of 
killing. We are being asked to 
applaud the death penalty as pun- 
ishment for premeditated terror- 
ist murder. 

There are still some of us left 
who consider the death penalty 
morally unacceptable, besides 
which it has failed to reduce vio- 
lent crime. 


Tirano, italy Ovive SOUTHWARD 


South Africa 


SIRI was disheartened to find in 
your leader “Bosses against 
apartheid” (December 14th), this 
negative remark: ‘The Small 
Business Development Corpora- 
tion, financed jointly by business 
and the government, is bureau- 
cratic and blacks anyway suspect 








itis just a trick to create an Uncle 
Tom middle class”. Wé are not 
ashamed to admit that’ we are 
trying to support black businesses 
in South Africa—a middle class if 
you like—in order to combat un- 
employment which far exceeds 
the unemployment problem in 
Britain today. Not even you will 
deny that some administrative 
bureaucracy is necessary to ad- 
minister “seed capital”, if only to 
ensure that corruption and falsi- 
fied claims do not become the 
order of the day. 

Western journalists should be 
careful before deriding any state/ 
private sector initiative as sham. 
Not everything the government 
or the private’ sector does in 


| South Africa is wrong. Develop- 


ment initiatives which aim at a 


_ devolution of economic power 


can be most effective in securing 

a wider ownership and wider 
community in South Africa. 

Guy WOOLFORD 

Small Business Development 

Johannesburg Corporation 


Nuclear tests 


Sirn—Little evidence of leakages 
after underground nuclear tests 
Ganuary 4th)? But even people 
living in states next to Nevada are 


complaining. about the le 
radiation. And who can guaran- 
tee that things will always go 
smoothly? 2 

The United States started nu- 
clear tests long before the Soviet 
Union, and produced many.more 
explosions (800 against 600 by the 
Soviet Union, 15 against eight in 
1985). It continued tests even 
when we interrupted ours in the 
midst of the new series to intro- 
duce a unilateral moratorium, 


Your recipe for a “stabler bal- 


gal 


ance” amounts to an open invita- 
tion to continue the arms race, 
even to move it into outer space, 
in order to ensure first-strike in- 
vulnerability. There is a much 


more effective and simple way of .. 


ensuring everybody’s. security— 
to stop tests, to freeze production 
and development of nuclear 
weapons, to cut them down and 
one day to get rid of them entire- 
ly. If we do not listen to this 
conventional. wisdom—or, rath- 
er, common sense—now, then 
perhaps tomorrow there. will be 


A lot of bull 


and Mal 







‘London 


the nuclear dust 


“off and to produce any arguments: 


about anything at all. 
JEE Lev PARSHIN 


London Soviet Embassy 


Asian investments — 
SIR—You state (December 14th) 
that the Britannia Group had 
“reduced its stake in Singaporean 


jaysian companies from 







was sli 
1981), 
ldm o i 
The Britannia Group manages 
investment funds totalling £4.8 
billion worldwide; and. of. this, 
£88.9m is invested in East A: 
markets including Japan, He 
kong and Singapore/Malaysia. > 
Davip Goutb 
Britannia 
Asset Management 





SIR--You base your conclusions for Wall Street (December 14th) on 
the fact that share prices, which are about 12 times annual earnings, 
are quite high enough. Further share price increases can be expected 
“only if profits do”. May I present a contrary view for two reasons. 


| First, share prices.are more driven by price multiples than profits. 


i Rising multiples are influenced by expectations of financial-goodies, 
B ic, lower interest rates; favourable governments actions, sensible 
monetary and fiscal policies. The period 1950-80 is informative: 





S&P 500 Index 
Earnings Price times 

Years per has nee earnings multiple 
1950 2.84 18.40 6.5 
1965 5.19 88.17 17.0 
Average annual incr 4% 11% 
1965 §.19 88.17 17,0 | 
1980 14.82 118.78 8.0 

7% 2% aret 


Average annual incr 


Between 1950 and 1965, the S&P 500 Index averaged 11% annual 
growth, while per share earnings were up only 4%. Yet this period of 
growing expectations boosted the multiple from 6.5 to 17 times. 
However, the period 1965 to 1980, with its soaring inflation and other 
disappointments, witnessed the multiple dropping from 17 to eight 
times, despite a 7% annual increase in profits. aici ic: aaa 


a 


Second, your comments disregard the fact that, profits that are 


reported today are of a much higher quality than those. reported 
during the years of high inflation. While establishing a 12 price times 
earnings. multiple as. high enough for today’s. share prices, you 
apparently set this limit by averaging overstated: profits of the late 
1970s, Consider the profit comparison between 1979 and the third 
quarter of 1983. During this period reported profits were down 11% 
while real profits, those profits adjusted for inventory valuation and 
capital consumption, were up 118%, os 

The S&P 500. multiple of the price times real profits (rather than 


reported profits) is scraping, if not at a bottom. Higher multiples 
based on the expectation thata prolonged period of disinflation lies 


ahead can give to share prices increasing strength, even should profits 


fail to rise. 


St Louis, 
Missouri 
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EXECUTIVE FOCUS 


DIRE CTO RR || urat vevetorment experts | 


Carl Bro International A/S is a part of the Carl Bro £ 


Salary £33,006 pa incl. | | multi-disciplinary consultant organisation based i 


with a total of some 700 and. working: substanti 
| The Council of Governors invites applications for the overseas market. : 
post of Director vacant from 1st May, 1986. pus ° AESA of Sy aoin in fornesi ‘ap 
apa cao ; , invited for the positions listed below to carry. 
Education, Public Service, Industry or Commerce Norena ootame are: ee 
abroad nae Hi cademic qualifications in the relevant 
be eerie UR vee S LMU 10 years: osí raduate experience fr 
Additionally, as a result of external promotion of the countries, preferably in Indonesia/South Ea 
| Deputy Director, the new Director will be involved in ~—Experience of rural development projects in te 
the appointment of the Deputy. —Ability to work as part of a large multi-disci nary 
| Assistance can be provided with relocation || Positions: i 
ox . Further particulars and application Project Mancigar 
| details are available to individual applicants, i T ini 
“or on behalf of applicants, from Professor 
W.G. Overend, Chairman of the Council, c/o Head 
of Personnel, South Bank Polytechnic, Borough 
— Road, London SE1 0AA, England. 


Those interested in being considered for these posts should 

apply in writing enclosing detailed curriculum vitoe ds soon a: 

possible to: Oe 
Corl Bro Intemational A/S 

Teaching for tomorrow Denmark 

in the heart of London. 


RECRUITMENT CONSULTANTS 
35 New Broad Street, London ECM 1NA 
Tek: 01 586 3586 or 01-5868 3576 

Telex No.8873 74 


A demanding appolutment—~scope to move up to position of Information Systems Manager in 18-24 months 


_ COMPUTER SERVICES MANAGER—BANKING 
‘LONDON : £28,000-£38,000 + MORTGAGE 
: » << LEADING INTERNATIONAL BANK ASSETS APPROACHING £5 BILLION 


We invite applications from candidates, aged 32-40, who have acquired at least seven years practical operating systems 

experience and at least three years either heading up, or as the number two of the operating systems within a user envi- 

_ fonment in a major corporation or financial institution. Reporting will be to the Information Systems Manager. 

_ Responsibilities will cover, through a team of 30+, the day-to-day efficient running of the Bank’s computer systems and 

the provision of systems technical support, involving the updating, improvement and maintenance of the systems 

software. The ability to plan effectively, manage and set commercial priorities and meet deadlines is important. Initial 

_ temuneration negotiable, £28,000-£38,000 + car, subsidised mortgage, contributory pension, free life assurance, free 

= family BUPA, assistance with removal expenses if necessary. Applications in strict confidence under reference 

-CSM4395/E, to the Managing Director: 


| CAMPBELL-JOHNSTON ASSOCIATES (MANAGEMENT RECRUITMENT CONSULTANTS) LIMITED, 35 NEW BROAD STREET, LONDON ECM 
ae INH. : 


, TELEPHONE: 01-588 3588 or 01-588 3576. TELEX: 887374. FAX: 01-638 9216 


_* Please only contact us if you are applying for the above position. 





Commonwealth Secretariat 


a” g l DIRECTOR 
International Crops aar- NEAT) for the Semi-Arid Tropics FOOD PRODUCTI ae D RURAL 
l -> is seeking a DEVELOPM NI VISION 

PRINCIPAL ECONOMIST ealth 


vA 





MIN 















This Division organises C regional consultations 





a and training in agricultural pr entification, preparation and manage- 

at ICRISAT Sahelian Center, Niamey, Niger ment, improvements in food storage, the reduction of post harvest losses, 

To participate in goal-oriented interdisciplinary research on millet-based farming the management of fisheries, livestock develop | development, 
systems and to conduct: applied disciplinary research on the. evaluation of and in ensuring increased participation. of women, 


prospective technoligies and policies to. enhance and stabilise food production in food production. The Division also assists on request member. $ 
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Analysing the business environment, identifying opportunities and risks and proposing medium andlongterm — 
strategies ~these are the key activities of the Corporate Planning function located at our Moorgate head office. 
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global portfolio. 
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Susan Skolar, Recruitment Branch, 
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Thatcher’s style wars 


The Westland affair and the extraordinary resignation 
of Britain’s defence secretary have turned the spotlight 

ym the substance to the style of Mrs Thatcher’s 

idership. Ever since she took over the Conservative 
party in 1975, Mrs Thatcher has made her personality a 
political issue. This personality—energetic, self-willed, 
bossy—has been the dominant force in British politics 
for a decade. It has its virtues. It has remained 
refreshingly free of the cant and dissembling to which 
most politicians fall victim. Her strong-mindedness and 
sense of conviction have been built into electoral assets, 
sometimes into national ones. The style has been 
uncompromising: those who disagreed with her could 
take it or leave it. Through two elections, enough voters 
were prepared to take it. Since she became prime 
minister, the noise of breaking glass and splintering 
wood in Downing Street, the regular ministerial ejec- 
tions from the front door, have been a sign that a long 
overdue medicine was being administered to the body 
politic. Even if she did not often get her way, said her 
admirers, the style was medicine enough. 

Yet an electorally exploitable personality does not 
necessarily make good government. The minutiae of 

hitehall, the resolution of ministerial conflict, the 
management of agendas, damage limitation and the 
avoidance of mishap have never sat easily on Mrs 
Thatcher’s shoulders. She grandiloquently took Chur- 
chill as her exemplar, and has sometimes found the 
conventions of cabinet government as irksome as he 
did. The one occasion when her approach worked was 
during the Falklands war. Then, she and a close circle of 
friends could take decisions on their own. The Trea- 
sury, the Ministry of Defence, even the Foreign Office, 
could be circumvented. Full cabinet debate was sus- 
pended as a security risk. When the war ended, the style 
lingered on. Steadily, and especially since the election 
victory of 1983, Mrs Thatcher’s innate belligerence has 
been compounded by a domineering self-righteousness 
towards her fellow ministers. This has brought the 
present debacle. 

A British prime minister is accountable for the 
conduct of office to three constituencies: cabinet col- 
leagues, the “electoral college” of party backbenchers 
in Parliament and ultimately the electorate. To her 
cabinet, Mrs Thatcher's style is no longer energising but 
debilitating. Too much of British government has 


become neurotic. Nervous ministers push more and 
more paper up to Downing Street. Interdepartmental 
wrangles take longer to resolve and are ever more 
acrimonious. When she took office, she explicitly 
rejected any kitchen cabinet of advisers, on the ostensi- 
bly sound basis that they led to division in previous 
governments. Cabinet ministers were her advisers, she 
added; she would not have a Downing Street cabal. 


Prima, not inter 

Mrs Thatcher has been true to the first intention, but 
not the second. She has not honoured the commitment 
to cabinet advice. She sees “her” ministers as running 
departments, not helping to decide the general conduct 
of government business. Disputes between depart- 
ments, and especially with the Treasury, are resolved 
under her chairmanship, often with much hectoring. 
The principle that a contentious issue be freely debated 
by colleagues—a prerequisite to their accepting collec- 
tive responsibility—is foreign to her style. Every one of 
the 16 cabinet members to depart Mrs Thatcher's 
service since 1979 has complained of this authoritarian 
reading of her constitutional role. 

The Westland affair has been a dispute of the sort 
that occurs daily in modern government: a policy clash 
between entrenched departmental interests. A well- 
oiled cabinet machine exists to resolve such clashes. In 
this case, a decision had indeed been reached—not to 
intervene in the company’s affairs. The decision was 
reasonable and, for once, had been thoroughly dis- 
cussed in an appropriate forum, the cabinet’s economic 
strategy committee. Mr Heseltine overreacted to his 
defeat with an ill-temper and indiscretion now depress- 
ingly familiar among holders of his particular office. 
Yet the resulting shambles must be laid at Mrs Thatch- 
er’s door: the shouting down of a senior colleague, the 
abuse of the Downing Street press machine, the inade- 
quacy in Parliament, the general air of acrimony 
hovering over the administration. Small wonder more 
cautious ministers are reluctant to risk their political 
skins by pressing radical reform on their colleagues: 
gone now any hope of major change to social security 
from Mr Norman Fowler; small chance any new look to 
local government from Mr Kenneth Baker and to tax 
reform from Mr Nigel Lawson. 

Mrs Thatcher’s government has always been one of 
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action, of relentless combat, against socialism and 
rporatism within government as much as outside it. 
is was bound to’ set Downing Street against the 
epartmental empires of state. All the more reason for 
ime minister to show special tact towards those 
mal. critics, such as Mr Heseltine and Mr Peter 
‘er, whom she deliberately kept “inside the tent” 
ey cause her greater trouble outside it. Never i in 
course of the Westland affair did Mrs Thatcher 
ually have a calm conversation with Mr Heseltine. 
no point as the crisis mounted were ministerial heads 
ed together and made to sort out a collective 
promise. An important member of the govern- 
-at least in the eyes of the public—has thus been 
ven spitting and fuming from the cabinet room. 





















































ebels on the back benches 

Ar Heseltine now sits precisely where Mrs Thatcher did 
ot want him, on back benches crowded with those 
hom she has worsted or ignored. These benches are 
ow dangerous ground for Mrs Thatcher. She may 
ontinue to dominate her government, but the party in 
arliament is her electoral college. She won its support 
n 1975 as a result of a backbench coup against the aloof 


Phe. finance ministers and central bankers of the five 
ggest capitalist economies meet in London this week- 
d, and will pat each other’s backs. Twice in the past 
w months they have. spoken, weightily, done very 
‘little, and seen markets move as they wanted. The 
llar has fallen by almost 10% in trade-weighted terms 
ince last September’s meeting of this Group of Five 
_ (G5) in New York. Latin America’s debt has seemed less 
scary since Mr James Baker, the American treasury 
secretary, announced a plan to lend more to the biggest 
debtors. Both initiatives could have flopped immediate- 
ly, and thus. done much harm to the world economy. 
ey succeeded, but with the kind of success—a 
iumph of appearance over substance—that poses 
angers of its own. 

In one sense, their achievement with currencies is 
il enough. Think of the damage if the dollar had 
ddenly fallen twice as far, as some feared, or else had 


cial panic; the other, an American lurch towards 
port controls, Relief at avoiding both has spread to 
the normally clear-headed observers at the OECD, who 
ire. more cheerful than. six months ago about the 
prospects for the world economy this year. Yet domes- 
ic policies—the root: of all international economic 
mbalances—have budged a lot in only one of the five 
countries. And that change, in Japan, is a mixed 
blessing. 
To raise the value of the yen. against the dollar, Japan 
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Talking down the dollar 


On both currencies and debt, fine words will not work forever 


stayed aloft despite the- ministerial talk. One way lay. 


aad frigid sty SSO! 

She is risking many of his faults, while supplying her 
critics with a succession of embittered spokesmen. Mr 
Heseltine is the most potent of these, a match for the 
extrovert glamour of Mr Neil Kinnock and-Dr David 
Owen that is likely to characterise British politics in the 
post-Thatcher era. 

Mrs Thatcher has held her party and governmental 
enemies at bay through her electoral appeal. This 
appeal is waning, and this week’s events have further 
damaged it. She is unlikely, to resign voluntarily, nor is 
it reasonable to expect her to e her baer 
personality. She can, how 
which she conducts her go’ 
more rigorously to’ collect 
should delegate to colleagues a greater role in cabinet 
committee work, as she successfully deputed Lord 
Whitelaw to chair the Star Chamber on public spend- 
ing. She should seek personal advisers better skilled ` 
political and parliamentary liaison. She should thru 
into greater prominence colleagues who now appear to. 
be cowering under her rule. She should withdraw from 
the presidential behaviour she seems to espouse. Her 
style is no longer an asset. It isher Biggest liability. 
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had to narrow the gap between its own interest rates 
and America’s. It could do that either by increasing its 
budget deficit or by tighter monetary policy. It did a bit 
of both, but more. of the latter. The new mix of policies 
worked well on the yen, pushing it up against the dollar 
by 18% in the past four months. But far from boosting 
the yen according to the spirit of the New Yor 
gathering—ie, with faster growth i in Japan—the govern.: 
ment in Tokyo has done it in a way that will dampen 
domestic demand. 

Japan had one. obvious r reason for Piene up the 
yen—to calm the protectionists in America’s Congress: 
The European parties to the September agreement had 
less to lose directly from that Congressional impu 
thought they need do less about it. They 
intervene against the dollar, but seemed unw 
the effects upset their own monetary policies. And they 
were even more reluctant to change their fiscal policies. 
West Germany has greater scope than Britain or France 
for an expansionary. shift. But its government takes 
fiscal guidelines seriously, almost as though they were. 
entrenched in the constitution. And it has a legitimate 
worry that a big rise in the D-mark would force it apart 
from its fellow currencies. in the European Monetary 
System. 

Worst of all, the September meeting has come and 
gone without Americans getting closer to cutting. their 
budget deficit, the eee chee imbalance i in the world 

























: lly in 
ear are already fixed in cash terms; they are 
n the amount by which this year’s budget deficit 
stimated to have risen since its size was forecast in 
ptember. 
__ The five governments must now decide whether they 
are content with just the illusion of international 
economic co-operation. True, the real thing has its 
_ drawbacks. It demands a partial surrender of economic 
_ Sovereignty, which could cause governments some 
_ political embarrassment in the short term. Moreover, 
the illusion worked, did it not? It knocked the specula- 
ing out of the markets; few expect the dollar to 
last September’s level, let alone its February 
n if national policies stay out of kilter. 
t is a dangerous argument. Sleight of hand is a 
ncey weapon for governments to use on financial 
- kets. It may work for a time, but moneymen are 
~ quick to.snap at those they think have fooled them. 
ice September, the five governments have been right 
a their -hope-cum-prediction—that the dollar would 
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e Pity President Reagan as he decides what to-do about 
_ SALT-2. That ghost of a treaty, designed to keep limits 
on America’s and Russia’s nuclear armouries, was 
_ Signed in 1979 but never ratified; and at the end of 1985 
_ it formally expired anyway, ghost giving up ghost. Sodo 
_ the Americans now announce that they no longer feel 
bound by any limits whatsoever on long-range nuclear 
: Hardly, when their negotiators reassembled 
in Geneva this week in the declared hope 
t agree on a much better missile-cutting treaty 
an SALT-2. Or do they keep on honouring the 
_ phantom-treaty’s commands—‘‘not undercutting” it, in 
the official phrase—as they have done since 1979? No, 
, either. 
oblem is that Russia, while sticking to most of 
has ignored it in at least two ways that 
` matter. It has never cut its total number of long-range 
missiles and bombers to the prescribed 2,250; it still has 
-about 2,500 (the Americans have only around. 1,930). 
And it has deployed: two new land-based missiles 
-instead of the permitted one. The Russians claim that 
_ the offending Ss-25 is merely a modification of an older 
missile, but almost every bit of it is new. And it is 
_ mobile, whereas the old one was stuck in a hole. If this 
isa ‘modification, Concorde is a modified Caravelle. 
_ Russia has stepped outside the line drawn by SALT-2. 
=> The test of what the Americans will do about this, if 
anything, comes this spring when another Trident 
submarine, the USS Nevada, starts its sea-trials. The 
_ Nevada's weapons will take the Americans, in the sub- 
category of multiple-warhead missiles, over SALT-2's 
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ut the cuts | i 


The World Bank is promised a bigger role, but i 


fay to deal with Russia’ s strayings from SALT-2 


anho e number- of 1 200, By a margin of 22. The . 













fall—but not for the reasons they gave, that 
would be co-ordinated better. As a result, their j 
credibility looks weaker than before. When a new scare 
comes, the markets will be less sure than they were in 
September that the dollar’s next move is down. K 

be much harder to boss them about. . 



















































An initiative lacking in initiative 
Doubts about Mr Baker’s debt plan are even stronge 
Bankers are chary to lend: more, particularly if the 
Latin American clients no longer have to follow 
programme from the. International Monetary. Fun 


president will shortly retire and none of America 
canvassed replacements has the weight for the jo 
Meanwhile the big debtors’ exports are slowing as the 
world economy does. 

The hiatus is making the markets uneasy. On bo 
currencies and debt, they need proof that last year 
words will now be matched by deeds. A smug weekend 
in London will not be enough. 


previous time a similar thing happened, last a autumn, 
Mr Reagan squared the numbers by taking an older 
submarine out of service. Doing the same thing for the 
Nevada would mean taking out two existing 16-missile 
submarines, or 22 land-based. Minuteman-3 missiles, or 
one submarine and six Minuteman-3s. , 

The argument for swallowing hard, and doing j 
that, is. that the Russians will otherwise commit som 
thing fearful in reply. They probably won’t. They a 
unlikely to walk out of the Geneva arms talks becau: 
the last time they did that, in 1983, it did them damag 
among anti-nuclear people in the West. They could ad 
extra missiles of their own, but they will be mo 
hesitant to do even that once the Americans hav 
shown that Russian transgressions beyond the SALT 
limits will be penalised. 

The right response for the United States is to say th 
it will honour the terms of this treaty, defunct thoug 
now theoretically is, as muchas the Russians do: butt 
more. To the extent that Russia has stepped outside i 
so will America: but no farther. The Russians have, 
all, about 250 more missiles and bombers than the 
ought to have under SALT-2. Even generously countin 
all these as single-warhead weapons, when it would b 
truer to count some as multiple-warhead ones, ‘th 
Americans can claim. an extra. 250 warheads. The 
Nevada’s extra missiles provide 192 of those; maybe 
some one-warhead land-based Minuteman-2s° could 
also be replaced by three-warhead Minuteman-3s. B 
doing this, Mr Reagan would show Russia that it canne 
gain by bending treaties—while keeping his ow 
punter ene) in strictest proportion. 
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Atip for Ulster 


And a surprising way to use it well 


_ The respected leaders of Irish-America applaud the 
= steady government of Mr Garret FitzGerald in Dublin 
= and his agreement to share some responsibility for 
Northern Ireland with Mrs Margaret Thatcher (even if 
_ they are not so keen on her). They want to show their 
= appreciation with a generous tip, none more so than Mr 
_ Tip O'Neill, doyen of Irish-America and retiring Speak- 
= er of the House of Representatives. They want to spend 
= money in Northern Ireland, or along the border, to 
= improve north-south co-operation. But how much, 
_ what for, and how to spend it? 
The money would do harm if it were concentrated 
= where it is most needed, on the poor Roman Catholic 
= minority or poor Catholic border areas, since that 
_ would needlessly infuriate the Unionists. It must not, of 
_ course, go to gunmen. At the expected figure of $300m 
_ or so over five years, it will not be large enough for an 
= O'Neill highway across the hilly border tract of the 
= inadequate Dublin-Belfast road, nor to do anything 
k -significant for the republic’s wretched infrastructure. 


-Establish a local politicians’ pork-barrel 

= In Northern Ireland itself public spending is already 
excessive and wasteful. Practically every road and 
_ bridge has recently been rebuilt. The housing problem 
_ is that homes are in ghettos, not that they are in bad 
= order. Still more subsidies to private enterprise? There 
_ is already a big government office in central Belfast, 
© where they hand tax-free money to any idea, however 
= daft, for employing people. (Remember DeLorean; 
_ remember Shorts, whose aircraft the Irish-Americans 
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_ Soares or Freitas do Amaral for president? 


_ The Last Post is sounding for the last ex-general to lead 
a West European country. Portugal votes on January 
= 26th for a successor to its president of a decade, 
_ General Antonio Ramalho Eanes. The winner will be 
= one of four civilians. The army, the power behind the 
throne during nearly half a century of dictatorship, 
= whose last vestige of influence was General Eanes, is 
= back in barracks. Portugal's soldiers do not depart 
without misgivings. The coup that ended democracy in 
1926 was an exasperated reaction to 45 Portuguese 
= governments in 16 years. A dozen governments over 
_ the past ten years is still too many. 

The parliamentary election in October left the parties 
_ fragmented. The president has powers to pick his own 
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Portugal needs a leader 








did not want to buy because Protestants build them.) 
There is just one way that would not do harm. 

The best use for the O'Neill money would be to 
revive non-violent, non-sectarian politics. Under direct 
rule from London, Northern Ireland's politicians have 
nothing to do but grumble, and nothing to spend but 
breath. So give them access to a barrel of pork, from 
which they could extract lumps for their own electors. 
Do not, of course, hand out money to political parties 
as such. Do make a profession of anti-violence a 
condition of application to the fund. Require that 
applicants produce a scheme in their locality that tl 
people there want, and that might be useful (pig-slur 
plants to clean up rivers, subsidies for rural buses, ca: 
parks for tourists, scholarships for students). Mr 
O'Neill and his Boston friends understand such things, 
and Ulstermen of all persuasions would quickly learn. 
Access to the pork-barrel should be restricted to bona 
fide elected representatives, and regulated by a board 
of ultra-respectable, politically sensitive men, some 
local, some from the Irish republic, some from main- 
land Britain (Sir John Biggs-Davison, for a start). . 

If assured that the fund was truly impartial, such keen 
constituency men as Mr Ian Paisley would surely queue 
up for their bowls-full alongside their traditional oppo- 
nents. The difficulty would be to convince them of 
impartiality. The most senior Irish-American could 
help. He is a Protestant with a special appeal to Bible- 
readers. Would President Reagan agree to launch the 
scheme with a speech at a suitable institution—say Bob 
Jones University, in South Carolina? 








prime minister (if necessary from outside parliament) 
and to refuse a dissolution. The new man will need to be 
a better chooser of governments than President Eanes 
was. He should also be a good ambassador abroad: his 
five-year term makes him a more permanent fixture 
than passing prime ministers. These are the main things 
the Portuguese are now looking for. 

Until recently, the front-runner on the left of the 
spectrum was Miss Maria de Lourdes Pintasilgo. She is 
an eloquent, energetic extrovert, who was in her 
element as Portuguese ambassador to UNESCO; but not, 
alas, in her brief spell as prime minister in 1979. She has 
strong views about spreading wealth in a country that 
has little of it to,spread, and about cosying up to the 
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| FROM EITHER SIDE OF T] 
ATLANTIC. 


\urrent real interest rates in both Britain and America are 
Po news for buyers of gilts and bonds... 
uy now, and you will receive a high rate of return on 


[t's a real return, well ahead of inflation, which is currently 
around 6% (UK) and 3% (USA). 
-o We believe that the economuc policies of both the British and 
American governments should continue to keep inflation down. 
_ Of course, if inflation does fall further, you'll enjoy 








“But suppose you 1 buy now, and interest rates fall 
It won't matter. The capital value of your gilts 
and bonds should rise as yields from them fall. 
So our advice is: lock into gilts or bonds while 








‘In our view, now is a good time to buy. ¥ 
And, for anyone with a reasonable sum to W 
“invest, we offer an easy way to seize this 
timely opportunity. l 
‘Invest in our Unigiltor Unibond unit trusts. 4 
Both funds offer an excellent investment 
:”home for your longer-term savings. 





-With Unigilt ‘Trust, your money buys sterling units which are 
invested primarily in UK government securities. The estimated 
unning yield on 27th December 1985 was 11.3%. The minimum 
ivestment is £500. 
With Unibond Trust, your money buys USS shares which are 
invested in bonds issued by major corporations, banks, govern- 
_ ments and other international organisations. The estimated running 








ield on 31st December 1985 was 9.6%. T 
USS1,000. Both trusts are administered in Jer 

no capital taxes, stamp duty or VAT. ad i 
to non-residents, 

We would suggest Unigilt is more conveni 
and Unibond if you hold US dollars. 

Unigilt i cae is distributed each 28th ie 
Unibond income a each Jone: 


savings. But As beari in pr tha 
can go down as wellasup. 





Very few unit trust groups have as much 
experience as Barclays Unicorn. We have been 
managing unit trusts since 1957, and now handle <. 

over £1,000 million on behalf of our investors,’ 


~ Dealings in each trust take place weekly fad : 
| the offer prices of units were 46.3p (git) 
| on 27th December 1985 and USS9744(Unibond) 
| on 3ist December 1985. Prices and yields” 
appear daily in the Financial Times. 


~ We make an initial charge of 32%, included in the offer price, for 
Unigilt units (discounts on over £ 10 000). For Unibond shares we 


charge 3%, additional to the offer price (reductions on over | 


$25,000). 

Our management fees, charged to capital on the net value of 
the trusts, are 19 per annum charged monthly for Unigilt, and 
1.04% per annum charged weekly for Unibond. 

We bear all commissions and administration costs. 


p m a a 
- BARCLAYS UNIGILT & UNIBOND TRUSTS eme 


Tor Harclay a Unicorn i ternational (Channel Islands) Limited, (The Managers), PO Box 152, Jersey, Channel Islands. Telex 4192000, Telephone, (0534) 79741, 


Please complete either: (1) Please send me a Prospectus giving full information 


or (2) I/We enclose.a chequeldraft for ‘(any convertible 


currency acceptable} made out to Barclays Unicorn Internatiorial (CI) Ltd. For any new investor, a copy of the Prospectus will be sent with the contract note, 
Ka Please invest (Æ 0 ah in Barclays Unigile Trust and/or | $ | in Barclays Unibond Trust* : 


If you require income to be reinvested, please tick box. 


Declaration (for Barclays Unigilt Trust only). 


We declare that | am/we are over 20. years and not resident in the United 
igdom, Jersey or Guernsey for tax purposes and that Lam/we are not acquiring 
.Unigilt Trust units as the nominee of any person(s) so resident. 


the event that I/we (or the person(s) as nominee of whom | am/weare acquiring 
the units) become so resident while I/we continue to hold Unigilr units. 


[We undertake to notify the Trustee of Unigilt Trust within one month it 


SIGNED... 





PULL NAME nomene 
ADDRESS monom 








inenen Regular Savings 


a aS 
Special savings plans linked to these trusts are available. Please send me further details ie 





sUnibond sharesare nol anailebiete Teridinjs èi or nationals af the USA, ite ; territories or possessions. 
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: p é through parliament 
her iná constitutional gorsebush. 
newest left-of-centre candidate is a former 
t, now a social democrat, Mr Salgado Zenha. 
wack i is that he is the handpicked successor of 
t Eanes, whose fuzzy Democratic Renewal 
olds the balance. of power in parliament. Mr 
i could assist the ex-president in switching his 
party s favours between left and right: which would not 

ake for stable government. 
















o to vote for 
he other two candidates are of European height. Mr 
rio Soares, in whose shadow Mr Zenha has long 
alked, was the gutsy civilian politician who stared 
down the guns of the left-wing soldiers who tried to 
ijack Portugal in 1974-75. The economic record of his 


Scientists’ lament 









that makes countries richer 


Brilliant boffins are not among the earth’s disadvan- 
— taged. In all advanced countries the number of profes- 
sional scientists employed at public expense has shot up 
in recent decades—and so have their whinges about 
government's miserliness. Some 1,500 British scientists 
have just raised a banner—‘‘Save British Science” —to 
ask for more money. 

They speak from past strengths. Britain still enjoys 
the fruits of a fine scientific tradition. It has won more 
Nobel prizes per person than any other country, and the 
talents and laboratories which won them still exist. Mrs 
Thatcher has tried to preserve scientific research while 
cutting the budgets of the universities in which most of 
it is done. Even by the scientists’ figures—not hers— 
real spending on research should not fall by more than 
10% between 1981 and 1990. But it is true that other 
countries are sprinting ahead. For every dollar spent on 
R&D by industry and government in Britain in the early 
1980s, spending in America was $8, in Japan $3 and in 
West Germany $1.50. In recent years Japan’s real 
nding has grown by 7% a year and America’s by 4%. 
pending in France and Germany has been rising more 
ly, but Britain will soon put a smaller fraction of its 
GDP into research than any of its main competitors. 
Mrs Thatcher is right to retort that in Japan (the 
fastest progressing country) industry pays for three- 
quarters of R&D spending itself, while in less successful 
Britain the taxpayer pays nearly half. But a main reason 
hat too much of Britain’s R&D goes on defence— 
(30%. in 1983, -compared with France’s 33%, West 
-Germany’s: 9% an Italy’s 6%. It is.a little hard that the 
prime minister is criticised. this week for not 
throwing m rs’ money into research on 
developing military helicopters which the Americans 
make better. One result of national Heseltinitis is that 






Britain is lagging on the kind of scientific research 


governments in t 


he learnt from hi 
was the most bullet- t 
consequence of that economic toug ness was a collapse 
in the vote of his Socialist Party in last October’ 
election. His support is now edging up, but he labourse 
from the disadvantage that the Communist Party has) 
vowed not to deliver its chunk of the left-wing vote to# 
him in the second round of the presidential election. 
rtain to get through tow 
f Ae Soares: hes nanta s 















the second round is the candi 
Mr Diogo Freitas do Amaral. 
fighter for democracy in 197 
minister he cuts a European dash. He 
closely with the present prime minister, Mr Anibal 
Cavaco Silva, in trying to restore the country toi 
solvency. An alliance between these tw probably the: 
best bet for Europe’s poorest relation. — oe 
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West Germany spends three times as much as Britain 
on health research and five times as much on research 
to explore and exploit the earth and its atmosphere. On 
the general promotion of knowledge—the basic science 
which is supposedly Britain's forte-—Britain now spends 
about half as much as West Germany and about 80% as 
much as France. 

Mrs Thatcher's supporters seek comfort in two argu- 
ments, both truisms and yet partly wrong. The first is 
that spending is an imperfect indicator of scientific 
effort because it measures the money that goes into 
laboratories and not the bright ideas that come out of 
them. But papers written by British scientists really 
now being cited less often than they used to be; Bri__... 
companies are patenting fewer inventions; fewer Brit- 
ons are winning Nobel prizes. 

Second, it is said that Britain can afford to neglect 
science because Britons are already good at inventing 
things but bad at making or selling them. Nations do not 
become good at making and selling by becoming bad at 
science. Moreover, electronics and biotechnology are 
now blurring some of the old distinction between basic 
science and applied R&D. That is why Japan is switching 
part of its spending from applied to basic research. It is 
also one reason why Britain’s most innovative young 
companies have sprung up around one of its most 
ancient universities. » 

However, Cambridge’s Science Park could still learn 
a big lesson from. America’s Silicon. Valley about the 
quality of marketing information for new high-tech 
ventures. Budding American millionaires have far 
better data on who might buy their science-based 
products. The British government should spend more 
seed money on this; in boosting marketing t for r ndustry, 
it would boost science as well. ue 
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China tries to learn a planner's 


hardest lesson 


If you can keep your hands clean when all 
about you are using theirs to grab a fast 
yuan... you'll be a man, my son, in 
China’s 40m-strong Communist Party. 

n January 9th, in response to growing 

nease at evidence of corruption and 
nepotism among his senior comrades, Mr 
Hu Yaobang, China’s party leader, invit- 
ed a special gathering of 8,000 senior 
people from party, government and army 
to clean up their act. One aim of the new 
campaign is to rid officialdom of any 
remaining wrong-thinkers of the left who 
oppose Mr Deng Xiaoping’s economic 
reforms. But its main purpose is to rid the 
party of wrong-doers who have bent the 
rules to line their own pockets. 

The success of the campaign will de- 
pend on how well the reformers can steer 
between two dangers. Unless Mr Deng 
and his men can show that they have the 
party and the economy under better con- 
trol, China’s reform programme could be 
at political risk, But unless the party 
learns that corruption is often a signal 
from the price mechanism about where 
resources should go—and that it is often 

ierefore the rules that need a closer 
sok, not those breaking them—then the 
reform programme, and the Dengist bid 
for a new kind of communism, could be 
dead. The problems of this balancing act 
may seem less severe than those facing 
Mr Gorbachev's Russia (see page 34); 
inside China they still look formidable. 

Last week's high-level gathering was an 
attempt to keep the opponents of reform 
from using its inevitable nasty side-effects 
as an excuse to sabotage the reform itself. 
By displaying the party's dirty linen so 
publicly himself, Mr Hu was trying to 
fend off criticism from conservatives who 
want less reform, done more slowly. 

Mr Hu Qili, a protégé of Hu-the-elder 
and a member of the party’s Politburo, 
announced the formation of a three-man 
commission to supervise the shake-up. 
Tipped as the next party leader, Hu-the- 
younger has a strong interest in seeing the 
party licked into better shape. But one 
member of the new commission is a close 
associate of Mr Chen Yun, a party veter- 
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an in his eighties who has been an outspo- 
ken critic both of Mr Deng’s market 
reforms and of his open-door policy to the 
outside world. Mr Chen is in charge of 
party discipline and firmly believes that 
the open door has let in “evil winds”. 

Yet even Mr Deng’s closest supporters 
see the need to control graft if the party is 
to stay in charge. By the end of 1985 close 
to 70,000 party and government officials 
were known to have been involved in 
illegal businesses. Recent scandals, in- 
volving goods worth millions of dollars, 
have already landed some officials in jail. 
Some bending of the rules is inevitable 
when a huge, centrally planned economy 
such as China’s begins to loosen its stays. 
The trick over the coming months will be 
to attack corruption in a way that 
strengthens the reform, not weakens it. 

Blatant corruption aside, critics of the 
reform have still been given plenty of 
ammunition in the past year. In 1986, 
China embarks on a new five-year plan 
which was supposed to speed up the 
spread of reform from the countryside to 
cities and factories. But already there are 


It's an evil wind 


signs that the pace of change in agricul- 
ture is being slowed (see box on next 
page). Last year China had a sharp drop 
in its grain harvest, the first absolute 
decline in 15 years. The harvest figures 
came as a jolt. Mr Chen for one was quick 
to point out that food shortages could 
bring public disorder. 

Ideological nervousness goes with sta- 
tistical dismay. Mr Deng acknowledges 
that much of what he calls “socialism with 
Chinese characteristics” is not to be 
found in the pages of Marx and Lenin, 
but he insists that China’s reforms will 
lead to more prosperous socialism, not to 
capitalism. Some other Chinese suspect, 
the more conservative ones with horror, 
that the economy is spinning out of the 
planners’—and the party’s—control. 

Inflation, officially 8.5% a year, is in 
fact probably running well into double 
figures. Although the value of China’s 
factory output was expected to grow by a 
healthy-sounding 17% last year, and that 
of its farms by 10%, the prime minister, 
Mr Zhao Ziyang, has repeatedly had to 
warn his fellow-reformers that not’ all 
growth is good for China. Lack of control 
over investment has meant waste and 
bottlenecks as villages and factories 
scrambled to get their hands on scarce 
building supplies and raw materials. 

So far the government has responded 
reasonably calmly. Some administrative 
controls have been reimposed, but for the 
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Farming has been the most successful of 
Mr Deng Xiaoping’s reforms. Since Chi- 
na’s “responsibility system” (ziren zhi) 
was introduced in 1978, agricultural pro- 
duction has risen by almost 8% a year 
and rural incomes have more than dou- 
bled. That has not impressed the Com- 
munist Party’s traditionalists. They are 
now mounting a vigorous counter-attack 
on rural policy. 

Last year’s grain production figures 
have helped arm them. Output was 380m 
tonnes, down 27m from 1984's record 
total. That was embarrassing—early in 
1985 the government had predicted a 
much better crop—but should have been 
easy to shrug off. It was China’s third- 
biggest grain harvest ever, after all, and 
the Chinese are still producing more 
than they use themselves. Besides, the 
fall was partly intentional. China’s rapid 
growth in grain output over the past few 
years has been helped by government 
price incentives which did their job all 
too well—the government's budget 
groaned under all the payments being 
claimed—and so guaranteed crop prices 
were cut back in 1985. 

But China’s history makes the grain 
harvest a sensitive subject. For centuries 
bad harvests have been the biggest threat 
to Chinese political stability, and tradi- 
tionalists have been quick to use the 
current nervousness to belabour Mr 
Deng’s farming policy. In a speech at a 
special party conference last September, 
Mr Chen Yun, the party disciplinarian, 
said that “some peasants are no longer 
interested in growing grain . . . because 
in their opinion there can be no prosperi- 
ty without engaging in industry”. He 
gave a warning that grain shortages 
would result in “social disorder”. 

Those who back the reforms were not 
about to be rhetorically outbid. Last 
month the party's rural work conference, 
presided over by the prime minister, Mr 
Zhao Ziyang, and attended by most of 
the other top Dengists, heard that “grain 
is an indispensable product that has a 
vital bearing on the national economy 





most part the government has relied on 
tax and other financial levers to bring the 
economy back into balance. Import con- 
trols on cars and other consumer goods 
were introduced last year to staunch a 
haemorrhage in China’s foreign-currency 
reserves, which have fallen from $16 
billion in October 1984 to perhaps as little 
as $5 billion now. 

China has been careful to reassure its 
foreign investors and trade partners. The 
huge black market in foreign currency 
and foreign goods still flourishes, espe- 
cially in the “special economic zones” 
facing Hongkong and Taiwan. But Chi- 
nese citizens are now to be allowed to 
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Meanwhile, back at the farm... 


and the people’s livelihood”. The con- 
ference asserted that the grain harvest 
must reach 450m tonnes a year by 1990 if 
China’s growing population was not to 
see its standard of eating go down. 

That figure is exaggerated (China has 
big worries if its population is growing 
that fast), but it indicates the seriousness 
of the struggle over rural policy. The 
traditionalists seem to be concentrating 
their fire on the reduction in the farm 
workforce that has naturally resulted 
from letting the market set prices for an 
ever larger proportion of farm output. 
The state's grain quota was reduced from 
117m tonnes in 1984 to 75m tonnes last 
year. 

The government, trying to avoid the 
cityward drift that has scarred other 
developing countries, has encouraged 
rural communities to set up small indus- 
tries to provide work for hands no longer 
needed at the plough. If the planners are 
right, 40% of total rural employment of 
450m or so at the turn of the century will 
be in industry and Services. That would 
add another 140m to the 40m peasants 





Some want to reverse gears 


hold foreign exchange legally, a welcome 
change intended to stamp out the worst of 
the corruption and spread the benefits of 
China’s foreign trade more evenly. 

The watchword for 1986 is “stability”. 
China’s reformers know that stamping 
out corruption means more reform, not 
less, and the continued dismantling of the 
artificial controls that enable corruption 
to thrive. But it will be much harder to 
reform the way China’s factories are run 
than it was to rejuvenate its farms. And 
the benefits of the changes will be slower 
to trickle through to the labour force: 
there is less scope for individual workers 
in a factory to get rich quick than there 


already in those lines of work. 

Rural industries contributed 13% to 
China’s GDP in 1983; that share may have 
reached 18% last year. The barefoot 
industrialists have not done badly for 
themselves. Official figures put the aver- 
age wage of China's worker-peasants at 
60 yuan ($19) a month, twice that of the 
rest of the rural population. 

The shift from field to factory has 
caused its upheavals. Flush worker-peas- 
ants have built large houses for them- 
selves, the envy of some neighbours. The 
building spree has helped cut into arable 
land, which makes up only 15% of 
China's land area. Planners have sat 
quiet while 2.5m hectares of grain land 
have gone out of production. 

The preferred course for the tradition- 
alists would be to order some worker- 
peasants back to the fields. That is not 
the Dengists’ way; but jitters over the 
grain harvest could disincline them to 
accept the market's verdict on the right 
level of grain production. Soon after last 
month’s conference on the subject, the 
People’s Daily criticised party members 
in the countryside for failing to use the 
tools available to stimulate grain produc- 
tion. It pointed approvingly to Gansu, 
where big producers are given first place 
in the queue for scarce television sets. 

There must be more investment, says 
a commentator for the official news 
agency, and better subsidies for grain 
growers. The commentator has a Den- 
gist solution: subsidies should come not 
from the state but from profitable village 
and town enterprises. He adds that these 
subsidies should not take the form of 
cash handouts. That would be merely a 
blood transfusion, What is needed are 
“blood-building subsidies” to encourage 
new agricultural techniques and to create 
more “rural intellectual power”. 

That is ambiguous enough for any- 
body. The fuss over the grain harvest 
may represent little more than pork- 
barrel lobbying of a kind familiar in the 
West. The important question is whether 
some reformers are genuinely having 
second thoughts about the market—or 
about their strength in relation to those 
who never had first thoughts about it. 


has been for some of their entrepreneur- 
ial country cousins. 

The gap between richer and poorer is 
bound to widen farther. In China’s cities, 
food-price rises and the spectre of in- 
creased unemployment as factories shed 
surplus labour have already led to mur- 
murings of discontent. In December bus 
drivers in Peking went on a go-slow, tying 
up traffic in the city centre, to demand 
higher wages to cope with higher prices in 
the shops. Although official figures show 
that prices over the past five years in- 
creased by an average of less than 20% a 
year, while wages for urban workers over 
the half-decade rose by close to 70% (and 
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peasant incomes doubled), sudden price 
jumps are hard to explain in a country 
where prices barely changed for 30 years. 

Some of the grievances building up 
against the reforms erupted publicly in 
several citits last autumn, in a series of 
student demonstrations against Japan’s 
economic “invasion” of China. Mixed in 
with the anti-Japan slogans were others 
complaining about price rises and 
cramped living conditions. So far the 
protests have been fragmented and easy 
for the government to control. But fric- 
tions will grow as the reforms tear at the 
egalitarian fabric of the China that Mao 
built. 

Preserving the authority of the party is 
essential to the success of Mr Deng’s 
enterprise. Hence the new purge of bent 
comrades. But it is a risky business: a 
“ove two years ago against left-wing 

arty diehards was quickly hijacked by 
Mr Deng’s opponents to attack both 
economic reforms and performers alike. 
There is a lot more at stake than a few 
crusty ideological slogans. 


South Yemen 
Like clockwork 


The attempted coup against President Ali 
Nasser Mohammed of South Yemen 
should have come as no surprise to him. 
Three previous left-wing presidents of 
this Marxist country have been victims of 
coups from even farther to their left. Like 
them, President Nasser Mohammed had 
strayed from the path of ideological cor- 
rectness, to the irritation of both hardline 
Marxists at home and the Soviet Union. 
Fighting both in the capital and in the 
duntryside seemed to be continuing on 
ae 16th, when it was reported that the 
government was talking to the rebels. 

The organisers of the attempt, which 
began on January 12th, seem to have 
included the previous president, Mr Abd- 
ul Fatah Ismail, whom Mr Nasser Mo- 
hammed had deposed in 1980 but who 
had the continued backing of the Rus- 
sians. Tribal leaders, including the former 
defence minister, Mr Ali Ahmed Nasser 
Antar, supported the coup. On January 
16th, anti-government tribesmen from 
the countryside were said to be marching 
on the capital. 

South Yemen, one of the world’s poor- 
est countries, has a population of only 2m 
or so (nobody has properly counted); it is 
economically uninteresting but strategi- 
cally important for the Soviet Union. It is 
Russia’s only friend in the Arabian penin- 
sula, and provides a useful base for Soviet 
ships and nuclear submarines. The air- 
port runway at the capital, Aden, is being 
extended. This would let the Russians use 
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it for long-range surveillance aircraft, and 
thus give them coverage of the American 
base at Diego Garcia, 2,200 miles away in 
the Indian Ocean. 

No president of South Yemen has ever 
got very far in installing communism. 
Half of GNP and most of agriculture was 
still accounted for by the private sector in 
1982, proportions little different from ten 
years before. Between 1969 and 1978 
there were three successful coups by 
hardline Marxists, each criticising his pre- 
decessor’s failure to transform South Ye- 
men into a model communist state. The 
third, in 1978, brought in Mr Fatah Isma- 
il, as faithful a disciple as Moscow could 
wish for. He was unpopular at home, 
however, having made a serious effort to 
nationalise more land and property. Pres- 
ident Nasser Mohammed got rid of him in 
1980, and he fled to Moscow. 

President Nasser Mohammed contin- 
ued to co-operate with the Russians, but 
also tried to make better friends with the 
generally Russophobe Arab countries of 
the Gulf. He stopped supporting guerril- 
las fighting the governments of North 
Yemen and Oman, and restored diplo- 
matic relations with Oman and Saudi 
Arabia. The rapprochement has been 
profitable. Since 1980 South Yemen has 
been getting money from OPEC and the 
Arab Monetary Fund, as well as some aid 
from individual Gulf countries. 

But for the past two years hardliners 
have been making life difficult for Presi- 
dent Nasser Mohammed. He had to let 
Mr Fatah Ismail back into the country last 
year, 

And the Russians have been in a posi- 
tion to make their influence felt. Despite 
Mr Nasser Mohammed's diversification 
efforts, South Yemen still depends heavi- 
ly on the Russians for money—they are 
the country’s biggest creditor—and for 
trained manpower. There are about 1,000 
Russians in South Yemen in military and 
another 1.000 in administrative jobs; Cu- 
bans and East Germans also have big 
roles, The Russians seem to be promoting 
a settlement: talks were being held in the 
Soviet Embassy. 


South Africa 


Across the river 
and into the woods 


Last August, President Botha declared 
that South Africa had crossed the political 


Rubicon. He said there was “no going - 
back”. But his proposals for reform on — 


the far side of the river were so tentative 
that the ensuing disappointment among 
businessmen and bankers at home and 
abroad prompted a foreign debt crisis for 
South Africa. Mr Botha: has struggled 
ever since to recover his political breath. 

He is expected to try showing that he is 
back in charge when he opens parliament 
at the end of this month. The awaited 
speech has already been dubbed “Rubi- 
con-2”. Mr Botha will probably announce 
that urban blacks can buy freeholds to the 
land they live on. He may scrap the pass 
laws, which control blacks’ movements in 
white-designated areas, and replace them 
with a law allowing blacks freer access 
into towns such as Soweto, on the fringe 
of Johannesburg. 

But he does not seem to be contemplat- 
ing talks with the real black leaders, 
among them Mr Nelson Mandela. If the 
aim is to calm the townships, it sounds as 
though Rubicon-2 may be as disastrous as 
its forerunner. Cartoonists then depicted 
Mr Botha sinking in mid-stream. 

The president has been talking to sev- 
eral important foreigners. On January 8th 
he saw Mr William Gray and other Amer- 
ican congressmen. A few days later he 
consulted Mr Fritz Leutwiler. The former 
head of the Swiss central bank has been 
negotiating on behalf of foreign commer- 
cial banks that have refused to roll over 
some $12 billion in short-term loans un- 
less Mr Botha promises real reforms. The 
president also had a heavy session with 
Mr Reagan’s Africa man, Mr Chester 
Crocker, who has not visited South Africa 





















































‘or almost.a year. 
_ Mr Botha impressed his auidienieas very 
differently. Mr Leutwiler declared him- 
self optimistic that the right reforms were 
on the way. But he did not say what they 
were likely to be. Nor, surprisingly, did 
he seem to have consulted any really 
representative blacks. Congressman Gray 
was pessimistic: he doubted whether Mr 
Botha was likely to offer anything worth- 
~while to the blacks. His proposed anti- 
apartheid measures were put on the shelf 
when Mr Reagan produced his own limit- 
ed bunch four months ago, but they could 
-be taken back down again if Mr Reagan's 
softer lot are reckoned to be having too 
- little effect. 
Mr Crocker, who coined the term 
| “constructive engagement” and has since 
1981 forged the American policy of trying 
tọ- cajole rather than coerce Mr Botha 
into reform, was tight-lipped. He denied 
_ being either optimistic or pessimistic, but 
“claimed grimly to be a “realist”. 
Even at the verligte (enlightened) end 
_ of Mr Botha’s National Party, recent talk 
has been more of containment than of 
reform. The African National Congress's 
“Switch to “soft” targets has killed 13 
whites, half of them children, since just 
before Christmas. White opinion has 
` stiffened, and the government is making 
-threats against black countries it accuses 
of harbouring the anc. South Africa 
seemed, by signing an accord with Mo- 
zambique two years ago, to suspend its 
policy of destabilising its neighbours. The 
old policy could soon return. 
=< Tiny Lesotho (population 1.5m), the 
“country marooned in the middle of South 
: Africa, has been accused by the Botha 
_povernment of playing host to the ANC 
Since the latest cycle of township violence 
began in South Africa more than a year 
ago, there has been a steady trickle of 
young men across the hilly border into 
Lesotho; a lot of them go north from 
there to ANC camps in Angola or Tanza- 
nia. There may be a smaller trickle of ANC 
-men the other way. Mr Botha perhaps 
decided that Lesotho should serve as an 
ample to other black countries of what 
ppens if the battle against apartheid is 
couraged too boldly. Lesotho’s prime 
minister, Chief Leabua Jonathan, has 
asked the West to apply economic sanc- 
-tions against South Africa even though 
-Lesotho would suffer. 
Since new year’s day. South Africa has 
mposed border restrictions against Leso- 
tho which amount to a blockade. Petrol is 
ow rationed in Lesotho. Milk, vegeta- 
and fruit are running. out in the 
pital, Maseru. On January 15th there 
was a disturbance in the capital; There 
were rumours, probably. unfounded, of a 
coup attempt against Chief Jonathan, 
whose supporters said there had merely 




















































‘been a “military exercise” around the 


prime minister's office. 


The day before the rumpus, five senior 


members of the docile legal opposition 
were arrested in Lesotho on their way 


back from talks with South Africa’s for- 


eign minister. The real opposition, which 
was pushed underground after an aborted 
election in 1970, has probably been egged 
on by South Africa in the past to keep 
Lesotho jumpy. With South Africa's ur- 
ban blacks refusing to bow down and Mr 
Botha perhaps at a loss to find ways of 
fending off his international critics, at 
least South Africa’s black neighbours 
must be kept in their places. That, at any 
rate, seems to be Mr Botha’s new-year 
message before Rubicon-2. 


Japan 


Turning four into 
more isn't easy 


FROM OUR TOKYO CORRESPONDENT 





Yasuhiro Nakasone has been playing his 
favourite game: diplomacy. Japan’s 
prime minister visited Canada this week 
to begin taking soundings for the world 
economic summit he will host in Tokyo in 
May. He then flew home to meet Mr 


Edward Shevardnadze, who arrived in 
Tokyo on January 15th for the first trip to 
Japan by a Soviet foreign minister since 
1976. Mr Nakasone puts a lot of energy 
into statesmanship. But his real worries 
are at home. 

In recent weeks the prime minister's 











pes of ‘in office after his term 
expires in ‘October have taken a turn for 
the worse. By then he will have been 
prime minister for four years, the longest 
stint since Eisaku Sato served for eight 
years in the 1960s: But four pears is the 
most now allowed by the rules of the 
Liberal Democratic Party Mr Nakasone 
has to persuade. his party rivals to change 
those rules, To: have even a chance of that 
he must make himself appear indispens- 
able, either by electoral success or stun- 
ning diplomacy. The first, at least, now 
looks less likely. 0 0-0 

In late December Mr Nakasone had to 
withdraw a bill that would have reformed 
electoral constituencies for the lower 
house. of parliament by adding Six seats in 
cities and cutting six in ‘the country. 
Opposition parties felt it-did too little to 
right the imbalance, while parts of t°- 
own party felt it did too much. His ca 
was not-helped by: preliminary resutts 
from a national census which showed that 
it takes more than five times as many 
votes to elect some urban: members as 
some rural (mainly Liberal Democratic). 
ones. The 6-6 formula. would not even 
have reduced the disparity to 3:1, a level 
the Supreme Court said was acceptable. 

At the prime minister’s bidding the 
speaker of the House of Representatives 
(the lower house), Mr Michita Sakata, is 
setting up -a multi-party council to.draw 
up an alternative. The prospects are dim: 
If no bill is passed before the parliamenta- 
ty session ends in. March, it will. be 
impossible for Mr Nakasone to call an 
early general election to ‘coincide with a 
poll for the upper house in June. The 
temptation of June is that a fresh electoral 
triumph might induce the Liberal Demo- 
crats to change the rules when his four 
years are up this autumn, But Mr Nak. 
sone’s rivals in the party are giving him 
help in getting a bill passed in time. 

The prime minister was also: embar- 
rassed this month by being forced to pull 
back from revisiting Japan's war memori- 
al, the Yasukuni Shrine. The problem is 
that war criminals are enshrined. there 
along with ordinary soldiers. Mr Naka- 
sone’s visit last summer, the first official 
one by a prime minister, has. brought 
nothing but trouble. The cries then from 
China and his Japanese opponents about 
the revival of militarism did.not die down 
and have now forced him. to cancel his 
plans for another visit. 
Within the Liberal. Democratic Party, 
moves to keep Mr Nakasone from staying 
on will not begin. until after the economic 
summit im May and will probably wait 
until after the upper house election in 
June. His strongest rival-is:Mr Noboru 
Takeshita, the finance minister. 

Mr Takeshita is increasing his grip on 
the Tanaka faction, me party's Targon ; 








group. He heads a sub-group of 40 within 
that 120-strong faction and can count on 
40 other sympathisers. The faction’s boss, 
Mr Kakuei Tanaka, is ill. His sidekick, 
Mr Susumu Nikaido, the party’s vice- 
president, would like to take over the 
faction but can count on only 40 support- 
ers. It would be in Mr Nakasone’s interest 
if the faction split between Mr Takeshita 
and Mr Nikaido; he might then be able to 
make a deal with one of them. The 
faction will elect a new chief executive 
next month; if a Takeshita man gets the 
job the finance minister's takeover will be 
almost complete. 

A more familiar strategy for Mr Naka- 
sone would be to rely on foreign policy to 
make himself indispensable. He hopes for 
a sparkling performance at the economic 
summit and will trumpet his ability to 

eep American protectionists at bay. A 
-Jore spectacular move may be in the 
Russian direction. Mr Nakasone would 
like to tempt Mr Gorbachev to come to 
Tokyo. Speculation before Mr Shevard- 
nadze’s visit stirred hopes that there 
might be some progress in Japan’s efforts 
to persuade Russia to return the four 
northern Japanese islands it has occupied 
since 1945. But the first two days of his 
stay in Tokyo gave no hint of that. 


India 
Capital gains 


FROM OUR INDIA CORRESPONDENT 





Chandigarh, the joint capital of the Indi- 
an states of Punjab and Haryana, is due 
to become Punjab’s alone on January 
26th. But mainly-Hindu Haryana was 
never consulted about giving Punjab this 

ift, which was an important element in 
ule peace agreement negotiated last July 
by the Indian prime minister, Mr Rajiv 
Gandhi, with the Sikh Akali Dal Party. 
The Haryana chief minister, Mr Bhajan 
Lal, was, it is said, elbowed into acquies- 
cence. Threats were made that if he did 
not go along corruption in his administra- 
tion would be exposed. 

Six months later, Mr Bhajan Lal is 
demanding Haryana’s due: the comple- 
tion of a canal to bring much-needed 
irrigation water from Punjab to the dry 
south of Haryana and the transfer of 
several Hindi-speaking border villages 
from Punjab his state. If his demands are 
not met, he says, Haryana will block the 
transfer of Chandigarh to Punjab. 

The acquisition of the Le Corbusier- 
designed capital, the cleanest if hardly the 
most swinging city in India, is seen by 
Punjabis as a gauge of the central govern- 
ment’s good faith and of their own Akali 
administration’s clout. Punjab’s chief 
minister, Mr Surjit Singh Barnala, needs 
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Barnala appreciates Le Corbusier 


the trophy to sustain the overwhelming 
support he won in last September’s state 
election and thus to outface Sikh 
extremists. 

The extremists’ political arm, mislead- 
ingly called the United Akali Dal, col- 
lapsed with the failure of its campaign to 
boycott the election. But the All-India 
Sikh Students’ Federation and its motor- 
cycle hit-men are refusing to give up. 
Terrorist attacks claimed at least 10 lives 
during the week of January 6th, and the 
authorities have been put on the alert 
after intelligence reports that Sikh killers 
have come in from Pakistan. 

Mr Barnala survived his first trial of 
strength with the students on January 
10th, when police and para-military 
forces prevented them from paralysing 
road traffic throughout Punjab. On Janu- 
ary 26th, India’s Republic Day, the stu- 
dents are threatening to demolish and 
rebuild parts of the Akal Takht, the 
second most sacred shrine in the Golden 
Temple complex in Amritsar. The shrine 
was badly damaged when the army 
stormed the temple compound in June 
1984 and was rebuilt by maverick Sikhs at 
the request of the Indian government. 

The soft-spoken Mr Barnala, a 60-year- 
old lawyer with a deceptively wispy man- 
ner, has shown more steel than he was 
credited with when he succeeded the 
assassinated Sant Longowal last August. 
Nearly 600 student activists were arrested 
before and during the January 10th demon- 
strations; another 380 are reported to have 
been picked up since. The state govern- 
ment is threatening to hold them until the 
end of the month. As for the Chandigarh 
squabble, Mr Gandhi's government is 
trying to get work resumed on the conten- 
tious canal. The commission, which is 
studying which villages should go to Harya- 
na, is expected to report by January 26th. 








Philippines 
Guns, goons and 


‘gold 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT MANILA 


Whatever the cynics say, President Mar- 
cos show no sign of wanting to call off the 
presidential election due in the Philip- 
pines on February 7th. He said on Janu- 
ary 10th that nothing would stop the 
election “unless a miracle happens and 
the [communist] New People’s Army 
starts attacking the cities.” But that does 
not end the issue. The fairness of the 
election, in which the president faces Mrs 
Corazon Aquino and her running-mate, 
Mr Salvador laurel, will strongly influ- 
ence what happens in the Philippines 
after February 7th. What are the chances 
that the poll will be fair? 

Cheating and intimidation have always 
been part of Philippines politics. After 20 
years in power, Mr Marcos’s ruling New 
Society Movement has raised electoral 
fraud to a fine art. Ballot boxes mysteri- 
ously disappear. So-called “flying voters” 
cast their ballots in more than one place; 
indelible ink to prevent this is suddenly 
found to wash off easily. Opposition 
politicians are not always above this sort 
of tactic; but their resources in what 
Filipinos call “guns, goons and gold” 
cannot match the government’s. 

Mr Marcos can broadly count on the 
support of the security forces—though he 
has announced that the armed forces and 
police will be under the election-day 
control not of the chief of staff, General 
Fabian Ver, but of Lieutenant-General 
Fidel Ramos, a soldier respected by the 
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No will, no way 


Colonel Muammar Qaddafi looks just 
about as snugly in control of Libya as he 
did a month ago, before his apparent 
support for terrorism in Europe infuriat- 
ed the United States and left most Euro- 
pean countries dithering. That does not 
mean he is sitting pretty. Libya’s econo- 
my is sickly. He is far less popular among 
his own people than he was five years 
ago. There are many Arabs and Africans 
who would be happy to see him tumble. 
But, at any rate in the short run, the 
American campaign to get rid of him 
unlikely to succeed. 

et the Libyan leader has had a fright. 
He will probably rein in his roving inter- 
national killer squads and discourage 
terrorists such as Abu Nidal, the Pales- 
tinian arch-assassin, from operating 
from Libyan soil—for a while. He may 
temporarily keep his hands off black 
Africa and trim his contacts with West 
European revolutionaries. To this ex- 
tent, American threats have worked. 

Mr Reagan is keeping his “military 
option” open, but at the moment he 
chiefly wants Europeans to tighten their 
resistance to Libyan-made terrorism, 
and is pressing Europe to stop trading 
with Libya. If Europe stopped buying 
Libyan oil, the colonel would be in bad 
trouble. He is earning little over a third 
of what he got five years ago. More than 
90% of Libya’s income is from oil, of 
which 80% goes to Europe. According 
to Libya's figures for the first six months 
of last year, three-quarters of Libya's oil 
money has been coming from seven 
West European countries: Italy, West 
Germany, Spain, Greece, France, Hol- 
land and Britain, in that order. If they 
banned Libyan oil and told their 35,000- 
plus citizens to stop servicing Libya’s 
economy and come home, Colonel Qad- 
dafi would be in a fix. 


United States for his professionalism. 
More important, Mr Marcos has a net- 
work of patronage which extends into 
almost every town and village. Most of 
the Philippines’ 250,000 elected officials 
are New Society supporters. 

The constitutional bulwark against a 
fraudulent vote is meant to be the Com- 
mission on Elections, which can order 
another election in a particular locality if 
there is evidence of vote-fixing. The com- 
mission, whose seven members are 
named by the National Assembly, is for- 
mally independent; but only one commis- 
sioner has shown any independent spirit. 
The chairman, Mr Victorino Savellano, is 
widely assumed to be a Marcos supporter. 
There are two vacancies, and the United 
States, which is keeping a close eye on the 
election, has pressed Mr Marcos to ap- 
point competent members before polling 
day. 
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Embargoes have a chance of working 
only if all the main traders involved club 
together. Europeans will not easily 
oblige: some have hardened their atti- 
tude to Libya, but most have not. All the 
same, there have been a few European 
diplomatic straws for Mr Reagan to 
clutch at. Italy, by far Europe's biggest 
trading partner with Libya, has an- 
nounced that it will no longer sell arms to 
Colonel Qaddafi. Mr Giulio Andreotti, 
Italy’s foreign minister, who has in the 
past been eager to cultivate the Arab 
world in general and the Palestine Liber- 
ation Organisation in particular, now 
says that if all the Europeans agreed on 
economic sanctions, they might be worth 
thinking about. 

Other European governments sound 
more sternly opposed to sanctions. Brit- 
ain sympathises with Mr Reagan, but 
nonetheless argues that sanctions, 
whether applied against South Africa or 
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Qaddafi outstared Europe 


The non-official watch on the voting 
will be provided by the National Citizens’ 
Movement for Free Elections (NAMFREL). 
Set up by a businessman, Mr José Con- 
cepcion, in 1983, it watched over the 
parliamentary election the following 
year. Its admirable slogan: it is better to 
light a candle than to curse the darkness. 

As the officially-accredited ‘citizens’ 
arm” of the Commission on Elections, 
NAMEREL is checking on every stage of 
the polling process, from the making of 
paper used for ballots to the counting of 
the returns by the Speaker of the National 
Assembly. It plans to have at least two 
representatives in each polling station. 
NAMEFREL’s problem is that many of the 
90,000 polling centres are in remote rural 
areas where Marcos supporters are strong 
and could find intimidation easy. 

NAMFREL will make a quick, unofficial, 
count of the votes, which should give a 





elsewhere, do not work. West German 
politicians are divided. The interior min- 
ister has been commissioned to draw up 
a report on anti-terrorist measures, and 
West German businessmen have been 
politely asked not to fill any “gaps” 
which may be appearing in the Libyan 
economy. 

France, too, is hostile to sanctions, 
even though the French think Colonel 
Qaddafi tricked President Mitterrand 
when the two men met in Crete in 1984 
to discuss a deal on Chad, which Libya 
had invaded. Mr Mitterrand thought he 
had a deal for both countries to remove 
their soldiers from Chad; the French left, 
but the Libyans stayed on. Even so, 
French arms supplies to Libya have 
continued. 

The European Community is taking its 
time. It proved unable to arrange an 
emergency meeting to discuss Colonel 
Qaddafi. European foreign ministers are 
now not to meet until January 27th, the 
date inked in before the Christmas air- 
port killings in Rome and Vienna. On 
present plans Libya will not even rate 
high on the agenda. The Community is 
almost certain not to grant the special 
trade agreement which Colonel Qaddafi 
has been demanding, and which all other 
non-EEC Mediterranean states enjoy. 
But nothing else of substance is likely to 
be done. 

The Reagan administration is now 
much warier about pressing its European 
allies to join in sanctions than it was 
three years ago during the dispute over 
the Russian gas-pipeline embargo. Mr 
Reagan's men hope that, once the colo- 
nel or his friends have committed anoth- 
er atrocity in Europe, European govern- 
ments will recognise the force of 
America’s arguments against Libya. But 
while Europeans are now more alert to 
terrorism in general, Europe does not 
yet have the will to help America bring 
Colonel Qaddafi down. 

































good indication of the winner not more 
than 48 hours after the polls close. This 
should be a deterrent to miscounting by 
pro-Marcos officials. NAMFREL reckons 
that the results were questionable in a 
third of the 183 constituencies it moni- 
tored in 1983. This time the opposition is 
more united, which should mean less 
chance for cheating. But if even as few as 
20% of the votes are falsely recorded, this 
could tip the balance in a closely-fought 
contest. 

The Reagan administration and Ameri- 
ca’s Congress have not yet decided 
whether to send observers to the election. 
Study groups sponsored by the Demo- 
cratic and Republican parties, sent to the 
Philippines to look at the arrangements, 
will report to Congress on January 23rd. 
The Americans are understandably reluc- 
tant to appear to be endorsing an election 
which Filipinos may regard as a fraud. 
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DO YOU WANT? 


@ High Rates of Interest 
@ No notice of withdrawal 
@ A cheque book to give you easy access 


@ An Offshore Account based in Jersey paying 
Interest Gross. 


AND ALSO 


@ Available to applicants world-wide 
@ No need to have another account with us 


INTEREST PAID GROSS 


11.00%=11.60% 


Applied Rate* Compound Annuol Rate* (C.A.R.) 
“Interest rotes moy vary-rotes quoted correct at time of going to press. 
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WHAT ARE THE DETAILS ? 


Minimum opening balance £2,5 
Minimum transaction £250 


Interest is calculated daily and applied me 
Cheques may be payable to third parties and all 
transactions should normally bein sterling. Statements 
are issued quarterly (more frequently if you wish). 
First 9 cheques per quarter are free of charge. 

Up to date rate of interest available by 
telephoning Bank of Scotland, Jersey 0534-39322. 

Simply complete the coupon below and enclose your 
cheque. An acknowledgement of your deposit will be sent 
by return and your cheque book will follow a few days later. 

Bank of Scotland was constituted in Edinburgh by Act of Scots’ 
Parliament in 1695. Copies of the Annual Report and Accounts are 
available on request from R. C. Home, Manager, Bank of Scotland, 

4 Don Road, St Helier, Jersey or from Bank of Scotland, Head Office, 
The Mound, Edinburgh EH] 1YZ. Bank of Scotland Proprietors’ Funds 
as at 28th February 1985 were £314.4 million, 


Deposits made with offices of Bank of Scotland in Jersey are not covered by the Deposit Protection Scheme 





under the Banking Act 1979. 
To Bank of Scotland Money Market Accounts Centre, I/We enclose my/our cheque for £ (minimum £2,500) payable 
4 Don Road, St Helier, Jersey. to Bank of Scotland. 


I/We wish to open a Money Market Cheque Account. 
!om/We are aged 20 or over. (Please complete in BLOCK CAPITALS.) 


FULL NAME(S) 








ADDRESS 











SIGNATURE(S) 
DATE 





For joint accounts all parties must sign the application but only one 
|_ signature will be required on cheques. 


Should the cheque not be drawn on your own bank account, please give 
details of your bankers. 


MY/OUR BANKERS ARE 
BRANCH 


BANK 
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ACCOUNT NUMBER 


Bank of Scotland Jersey offers a full range of services. For further 
information tick box O 
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No American Express Bank 


offers you the security, con- 
venience and confidentiality of a 
private account in Switzerland - 
with some important extras. 

To start with, you have your 
choice of a full spectrum of glob 
al banking services: accounts in 
Swiss francs or other major cur- 


rencies, investment penne and 
oreign 


asset management services, 
exchange, precious metals. had 
all are provided with American 
Express Bank’s traditional com- 
mitment to excellence. 

Secondly, your personal 
Account Officer at our Zurich or 
Geneva branches is fully com- 
mitted to handling your affairs 


Location of American 
Express Bank 

offices in Zurich, 

at Bahnhofstrasse 20. 
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American Express Bank 
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vate banking 


with a Swiss option. 
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swiftly, accurately and with ut- 
most discretion. He coordinates 
American Express Bank’s world- 
wide facilities (82 offices in 39 
- countries) on your behalf, sup- 
ported by one of today’s most 
advanced telecommunications 
and computer networks. 

Our private banking clients 
enjoy still another exceptional 
advantage: access to the world- 
wide investment opportunities 
available through ie American 
Express family of companies - 
offering you many additional ways 
to protect and increase your assets. 
Finally, we not only meet your 
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private banking needs; 
we also provide the 
broad range of personal 
and travel arrangements 
so valuable to the international 
client. These include American 
Express Bank Gold Card® privi- 
leges and our exclusive round-the- 
clock Premier Services™ for the 
personal and business travel needs 
of certain clients. 

As you see, our concept of pri- 
vate banking is truly exceptional 
in many ways. We'd be pleased 
to give you full details on how 
American Express Bank can help 
you reach your objectives. 

Visit or telephone us today: 
In Hong Kong, 5-844 06 88; 
in Singapore, 225-6330. 


ay American Express Bank 


Exceptional service in private banking 


American Express Bank Led. 
An American Express company 
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Living the Dream 


I have a dream, said Martin Luther King, 
and the civil rights he struggled for came 
peacefully to pass: the theme of the first 
federal holiday to celebrate his birthday is 

lled Living the Dream. Yet life for 
any black Americans has still to fulfil 
the promise of that famous victory. 

One man who has shown what is possi- 
ble is Mr Douglas Wilder. Earlier this 
month he was sworn in as lieutenant- 
governor of Virginia, the first black to be 
elected to an important statewide office in 
the South since the aftermath of the Civil 
War. The relatively few blacks who both- 
ered to vote all supported their man. But 
Mr Wilder won his narrow victory only by 
persuading enough whites to judge him, 
as in Martin Luther King’s dream se- 
quence, by the content of his character 
rather than simply by the colour of his 
skin. 

Mr Wilder's triumph does not signal 
the approach of middle-class colour 
blindness. One small example to the 
contrary was provided by a survey of 
1,416 people sitting on company boards in 
the (enlightened and largely black) Wash- 

igton area. It revealed that only 25 of 
wese board members were black. 

The equality under the law that Martin 
Luther King helped to win for black 
America has not been followed by equiv- 
alent social and economic progress. A 
disproportionate number of black Ameri- 
cans' remain in poverty, sinking while 
other Americans, including new immi- 
grants, push themselves up. The unem- 
ployment rate of blacks is twice that of 
whites; half of all black children exist 
below the official poverty line; half the 
prison population is black, though blacks 
are only 12% of the population as a 
whole. The alienation of the ghetto poor 
from mainstream America grows deeper 
by the year. 

The racial crisis in the United States 
today, says Professor Glenn Loury, a 
conservative black economist not prone 
to exaggeration, is different in character 
but no less severe in degree than that 
which occasioned the civil-rights revolu- 
tion. He disagrees with the traditional 
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black leaders who, he claims, take the 
easy course of blaming black inadequa- 
cies on white racism and thus try to fight 
the new war with weapons that were 
appropriate only to the last one. But he 
disagrees at least as strongly with mem- 
bers of the Reagan administration who, 
declining to connect current problems 
with America’s racist past, accept no 
historical responsibility so can adopt a 
policy of benign neglect. 

President Reagan is making the best of 
a federal holiday he once opposed, en- 
couraged by recent opinion polls that 
show a marked improvement in his ap- 
proval rate among blacks. (Nobody quite 
knows why, but the trickle-down effect of 
economic growth, the Geneva summit 
and the lack of controversial issues are all 
advanced as explanations.) His adminis- 
tration is waiting until after the holiday to 
announce its reported plans to eviscerate 
the rule that requires government con- 
tractors to hire and promote black work- 
ers. In the meantime, the president plans 
to see King’s widow, Mrs Coretta Scott 
King. He has also had a second session 
with the Council for a Black Economic 
Agenda, a group of conservative econo- 
mists, some of whom share his faith in 
private enterprise (and go rather farther 
than the president in their belief in tax 
incentives). as the path to black 
advancement. 

Helping black entrepreneurs is fine, so 
far as it goes. But long before that stage is 
reached, the need is to nourish self- 
respect. That much is widely agreed. Yet 
diagnosis is infinitely simpler than cure. 
One starting-point, urged by several 
black spokesmen, is to break the cycle of 
children born of children born of chil- 
dren. Pregnant teenagers, lost in a world 
shorn of traditional values, tend to give 
birth to children who, in their turn, be- 
come irresponsible and absent fathers or 
mothers without hope. The cycle perpet- 
uates poverty, dependence and 
frustration. 

Self-respect cannot be handed out like 
pills or food stamps: it has to be brewed 
from within the community. Self-help 
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King fought for all America’s survival 


means what it says. And yet the promo- 
tion of either is not cost-free for outsid- 
ers, starting with the federal government. 
Since a fundamental change has to be 
made, it must begin with the better edu- 
cation of the children. Mr Loury urges 
post-natal homes for teenage mothers, 
pre-school education for their children. If 
the administration is mean in promoting 
or contributing to such causes, it will 
encourage meanness in the local authori- 
ties who would carry the main burden. 
Above all, the government could help by 
acting as a bully-pulpit, raising public 
consciousness. 

King’s birthday will be even more spot- 
tily observed than are America’s other 
nine federal holidays: federal employees 
get the day off on January 20th; local 
authorities decide for themselves whether 
to have a holiday then, five days earlier 
on King’s real birthday, or not at all; most 
private employers will be Scrooge-like. 
January 20th will be a day of modest 
parades (the organisers in Atlanta have 
had difficulty raising money), concerts 
and teach-ins. 

The mayor of Atlanta, Mr Andrew 
Young, thinks that all Americans should 
do more to commemorate the champion 
of non-violence. In a recent conversation 
with the New York Times he said that, 
without Martin Luther King, America 
would now look like Beirut, all guns and 
violence. In celebrating King’s birthday 
he said, “we're celebrating . . . the sur- 
vival of America”. 
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Huff, puff and blow 
the deficit down 


NEW YORK 


Though little can be done about Ameri- 
ca’s huge trade deficit in 1986, plenty will 
be said about trade—both by the Reagan 
administration and by Congress—to cre- 
ate an impression of resolute action. The 
administration wants to assure a worried 
Congress that it is doing all it can to open 
foreign markets and stop the dumping of 
cheap imports in America. Congressmen, 
particularly those up for election in No- 
vember (a third of the Senate and all of 
the House of Representatives), must con- 
vince voters hurt by imports that they 
have done all they can to help. Thus, no 
sooner had Mr George Shultz, the secre- 
tary of state, and Japan’s foreign minis- 
ter, Mr Shintaro Abe, agreed in Washing- 
ton on January 11th that their latest trade 
talks had been a great success than Sena- 
tor John Danforth, the Republican chair- 
man of the Senate’s trade subcommittee, 
popped up in Tokyo to say that the talks 
were hot air and that “public support for 
free trade has collapsed” in the United 
States. 

Not quite, but the pressure from much 
of American industry for protection 
against imports is still rising. The Ameri- 
can current-account and trade deficits are 
larger than ever before in relation to the 
country’s GNP, and still growing. The 
current-account deficit reached $114 bil- 
lion in the year to last September. On 
trade alone, the United States had a 
deficit of $132 billion in the first 11 
months of 1985. 

The dollar’s trade-weighted value is 
20% lower than its peak last February, 
but by making imports more expensive, 
the weaker dollar has temporarily in- 
creased the trade deficit. The value of 
merchandise imports (seasonally adjust- 
ed) flattened off at $89 billion in the third 
quarter of 1985, whereas exports shrank 


But keep your timber at home 
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from $56 billion in the first quarter to $53 
billion in the third. The OECD, admittedly 
more gloomy than some forecasters, ex- 
pects the current-account deficit to total 
$146 billion this year. 

The Reagan administration hopes to 
disarm its protectionist critics by a cam- 
paign to open up foreign markets and by 
tougher action against countries that sub- 
sidise their exports to America. Mr Rea- 
gan wants industries that have been badly 
hurt by imports to be given a five-year 
exemption from America’s antitrust laws. 
Trade officials have recently started an 
anti-dumping investigation into sales of 
large Japanese memory chips; wrung con- 
cessions from South Korea on the distri- 
bution of American films by threatening 
to retaliate against unfair trade; and used 
the same tactics to make Taiwan promise 
to import more American beer, tobacco 
and wine. 

Similar tinkering was involved in the 
recent trade talks with Japan. These cov- 
ered Japanese barriers to imports of 
American telecommunications equip- 
ment, semiconductors and medical and 
forest products. Only in medical products 
have the Americans got all they wanted, 
though this was enough to bring Mr Abe 
all the way from Tokyo to celebrate with 
Mr Shultz. Success or failure in these 
negotiations has no bearing on the size of 
America’s deficit with Japan in goods and 
services, which was running at an annual 
rate of over $40 billion in the first three 
quarters of last year. But the administra- 
tion needs a number of small, tactical 
victories in trade negotiations to appease 
congressmen eager for some—any—ac- 
tion on trade. 

The textile bill was the main lever used 
last year by Congress to force the admin- 
istration into a more active trade policy. 
By the time the bill was vetoed by Presi- 
dent Reagan in December, Senator Dan- 
forth had started work on broader legisla- 
tion, supported by Democrats as well as 
Republicans. His bill would reduce the 
president’s discretion over the use of 
powers he already has to retaliate against 
unfair trade, to give temporary protection 
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to industries hurt by imports and to start 
anti-dumping investigations. Plans for 
similar legislation are floating around in 
the House of Representatives. The 
House Ways and Means Committee is 
expected to start work on its bill early this 
year. 

This threat by Congress to narrow the 
president’s powers over trade policy is an 
old ploy. Trade officials are confident 
that they can neuter any such bills from 
Congress this year by clamping down 
harder on allegedly unfair trade practices. 
Congressional elections in November 
could put further pressure on the adminis- 
tration to protect American markets if the 
Democrats make trade a campaign issue. 
It is still not clear whether they can, or 
want, to do this. In any event, Republi- 
cans in the Senate are trying to prevent it 
happening by getting bipartisan support 
for their new trade bill. 


Stumped 


November's elections have already cast a 
faint shadow over the administration’s 
request to Congress for permission to 
negotiate a free-trade pact with Canada. 
Once it meets again on January 2st, 
Congress has 60 days to make up its mind. 
The snag is that several congressmen with 
a say On trade matters in the Senate and 
the House, including the Republican Sen- 
ators Bob Packwood of Oregon and Ste- 
ven Symms of Idaho, come from states 
which have been hurt by imports of 
Canadian timber. 

Canadian timber companies increased 
their share of the United States market 
from 29% in 1979 to about 33% in 1985, 
enough to keep down prices during the 
recent housing boom. American timber 
firms say the Canadians are subsidised 
because their provincial governments 
charge little for “stumpage”’, or the right 
to harvest trees. The United States Inter- 
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rade Commission: which looks 





into the merits of claims of unfair trade, 
has already decided against the domestic 
-timber industry. But there is still a chance 
= that'this obscure dispute could prevent 
< the first free-trade talks between the two 
countries for nearly 40 years. 

Canada is the United States’ biggest 

trading partner, accounting for a quarter 
< of total United States imports and exports 
.. Of goods last year. Much of the trade 

between the two countries is already free 





of tariffs: the C.D, Howe Institute in ` 







Toronto estimates that by 1987 roughly 
80% of Canada’s exports to the United 
ates will be charged.a tariff of less than 
‘he Canadian prime minister, Mr 
Brian Mulroney, is keen on a free-trade 
pact for other reasons, His government 
» Wants to make Canadian industry more 
~ ompetitive and to preserve the big gains 
ade by Canadian manufacturers in the 
“United States market in recent years. 
‘The Canadians. are also wary of the 
: “growing use by United States industries of 
dumping and subsidy cases against im- 
ports. They want procedures for settling 
“such disputes which would give them 
__ Stable access to the United States market, 
and ent Canadian firms from setting 

up factories south of the border merely to 
-escape the threat of retaliation. 

Timber apart, the United States has 
~ dittle to fear from free-trade talks with 
i Canada. So it will demand that everything 

should be open to negotiation, including a 

treaty, signed in 1965, which gives Cana- 

“da the right to insist that United States car 

companies produce in Canada the same 

value of cars as they sell there. In the first 

fine months of 1985, the motor industry 
accounted for 35% of Canada’s exports to 

and 40% of its imports from the United 
tates. 

Mr Mulroney’s Progressive Conserva- 
tive government is having trouble getting 
Canadians to agree to negotiate openly. 
o, the home of Canada’s large car 

s sceptical. So are the country’s 

f who have just 












e ‘industry is. also aren 
artly for nationalistic reasons; a Canadi- 
Broadcasting Corporation report, 
ng that Th of English- “language 







anon commercial programmes made 
<oin the United States by next year. If 
Congress and the Canadians agree to 
‘negotiate, the talks will probably drone 
on for several years before reaching a 
more modest conclusion than free trade. 

‘Not. that the American public is any 
keener on free trade than the Canadians. 
Mr William Schneider, an expert on pub- 
opinion at the American. Enterprise 













Institute, argues that opinion polls have 
always tended to show a majority. in 
favour of protecting American jobs, 
while business, academics and politicians 
have been the main defenders of free 
trade. Their faith wavered as America 
grew less dominant in the world econo- 
my, and has almost broken under the 
weight of recent trade deficits. 


The budget 
Good grief 


The budget-chaos season opens early this 


‘year: Members of Congress do not return 


for their new session until January 21st, 
but in the meantime the Gramm-Rudman 


~budget-cutting machine is already clatter- 


ing away. This week the Congressional 
Budget Office and the Office of Manage- 
ment and Budget released an inches-thick 
volume of the cuts, listed line by line for 
each programme, that will be needed to 
shave the’ prescribed $11.7 billion from 
the deficit in the year ending October, 
1986. Unless amended. by the General 
Accounting Office (GAO), this tome will 
become a presidential order on February 
lst—two days before Mr Reagan an- 
nounces his. budget proposals for the 
following year. Barring new. legislation, 
the order will take effect on March 1st. 
Nobody expects Congress to pass new 
laws to avert the automiatic.cuts for 1986. 
However inconvenient, they already 
seem. embarrassingly small beside the 
ever-rising forecasts of what the deficit 
will turn out to be. (The latest official 
forecast is for a deficit of $220 billion, 
compared with Gramm-Rudman’s non- 
binding target of $172 billion.) So atten- 
tion will focus on what the .Gramm- 
Rudman act means for fiscal 1987 and 
beyond (when its targets are binding), 
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and on whether the law is constitutional 
Both questions are still mired 
confusion, wee 
Two detailed studies of the effect c 
Gramm-Rudman on the defence: budg 
have appeared so far. “First Blood 
1", a report by Mr Les Aspin, chairman 
of the Armed Services Committee 
House of Representatives, says that 
the next two years the automatic cu 
would more than wipe out the-inflatior 
adjusted rise in defence spending sinc 
1983. This, according to Mr:Aspin, | 
confront the president with a stark choic 
between higher taxes and'the reversal 9 
his defence build-up. 
A second study, by the Independen 
Centre on Budget and Policy Priorities, 
seems to disagree. It argues that defence. 
spending can. carry on rising because th 
Pentagon will be able to draw down. 
“unobligated balances”. In fact, both 
reports could be right: the differe 
between them is due to the confusing, 
distinction between budget authority 
(which commits money over a period of 
years) and outlays (actual spending). Mr 
Aspin looks at the effect of the new tar 
on authority, while the other study looks 
at outlays..If the Pentagon is. allowed to 
spend its unobligated balances—unspen 
budget authority from previous year: 
outlays could increase in 1986, for exam 
ple, by $13 billion, even though authority 
will be cut by $5 billion. 
These details are less striking than the 
fact that a law can be passed:in the face of 
such uncertainty over how it will work 
The administration seems. especially: 
wildered. When the president signed 
act, he praised it as “landmark legisla- 
tion” that would restore discipline to the 
budget process. But last week he. told ar 
interviewer that he had never been i 
favour of the part of the.act that provid 
for automatic cuts. This is like supportin 
capital punishment while opposing. th 
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part that provides for the death of the 
prisoner. 

The most bizarre touch of all is the 
decision of Mr Reagan’s Justice Depart- 
ment to argue in court that the act is 
unconstitutional. The department agrees 
with Representative Mike Synar, the 
leader of the congressional critics, that 
Gramm-Rudman gives an improper role 
to the GAO. If the GAO is part of the 
legislature, the constitution forbids it to 
direct executive-branch action—such as 
administering the automatic cuts. Sup- 
porters of the bill say that the GAO is a 
hybrid, part legislative, part executive, 
and that its role under Gramm-Rudman is 
therefore constitutional. 

If the court rules otherwise, the law will 
remain formally intact: its drafters antici- 
pated this line of attack, and inserted an 
alternative clause that calls for Congress 
to vote on the cuts after the GAO has set 
them out. But if this happens, the cuts 
will no longer be automatic, and Congress 
will have to confront the same political 
dilemmas that paralysed it last year. 


Savings and loans 
Some go to market 


Last year ended with the highest number 
of bank failures, 120, that the United 
States has experienced since 1933, when 
at least 4,000 disappeared. But most of 
1985’s failed banks were small ones. 
About half of them collapsed because 
they served hard-hit farming communi- 
ties. And only 30 savings and loan associ- 
ations (S&Ls) disappeared. Some of these 
institutions (which resemble British 
building societies in the purpose for which 
they were formed, if not always in their 
practices) are actually booming, prosper- 
ous enough to rewrite their charters and 
issue shares; these have been snapped up 
by investors. Small wonder. With interest 
rates lower, the cost of funds to the S&Ls 
has fallen and those which have insisted 
that the mortgages they buy carry adjust- 
able interest rates are flourishing. 

Why, then, is there more talk of re- 
regulation than of deregulation? One rea- 
son may be the gloom of such people as 
Mr Paul Volcker, the chairman of the 
Federal Reserve, about the huge debts 
that American consumers and business- 
men are piling up; some doubt if the 
financial system could tolerate an early 
recession or an early return to high inter- 
est rates. Another is the departure of Mr 
Bill Isaac, a crusader for deregulation as 
head of the FDIC, which insures bank 
deposits. His successor is more cautious. 
And Mr Edwin Gray, who seemed to 
spend his first 18 months as the head of 
the Federal Home Loan Bank Board 
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thinking about the problems of the s&Ls 
that he supervises, has swung into action. 

Not all the S&Ls are doing well. About 
400 are bankrupt in all but name and 
another 1,000 are barely ticking over, 
making no profits. Even among some of 
those that seem healthy practices are 
poor, even risky, and there is evidence of 
abuse by insiders, though probably not on 
the scale of the financier in Maryland who 
has been convicted of stealing huge sums 
from the s&L he owned and ran. Faulty or 
actually fraudulent appraisals of property 
are too common for comfort. 

Mr Gray has set to work with great 
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energy, partly perhaps because he knows 
that his stay in office may be short. The 
White House is said to be anxious to 
replace him. He has instituted spot spot 
checks of appraisals; he has made more 
exacting the rules under which S&Ls must 
increase their capital base in line with 
their deposits, thus limiting their growth 
rates in the interest of safety; and he has 
told them they must set aside extra cash 
when loans carry risks. He has also in- 
structed them they must invest no more 
than 10% of their assets in other business- 
es. Higher insurance premiums have been 
imposed on the healthy associations and 














































The former tyre-manufacturing capital 
of the world is bidding to become the 
centre for another industrial substance: 
polymers. Inspired by the transforma- 
tion of 90,000 acres of orchards in Cali- 
fornia into Silicon Valley, planners are 
talking about turning the depressed 
north-east of Ohio into a “polymer val- 
ley”. Talk has become a vision now that 
Mr Tom Sawyer, the mayor of Akron, 
has released a study on the polymer 
industry. Its conclusion: Akron has the 
right stuff to launch a cluster of thriving 
new plastics firms and industries. 
Polymers—chains of mega-molecules 
800 to 100,000 units long—are not a new 
discovery. But they do have many indus- 
trial applications. They put the stick in 
sticking plaster. Carpets are made of 
them. So is the paint on some new cars. 
Artificial organs will be made of poly- 
mers. And they have a promising future 
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Akron hopes for other-product fame 
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Pulling out polymer valley 






AKRON, OHIO 


in the $100 billion rubber, resins and 
plastics industry. Demand för these sub- 
stances could exceed that for iron and 
aluminium. A Du Pont scientist has 
predicted that, by 2000, polymers could 
account for a fifth of the weight of an 
average car. The American space station 
to be launched in the 1990s will rely 
heavily on polymers for materials. 

The creation of a polymer valley 
would certainly be a boost to Akron’s 
self-confidence, which used to be as 
bouncy as the product it made. During 
the 1920s, Akron was the fastest growing 
city in America. The second world war 
was good for the city, whose industries 
then began to diversify a bit; but by 1959 
80% of all the manufacturing jobs in the 
Akron area were still in either rubber, 
plastics or fabricated metals. 

When the big tyre-makers—Akron is 
home to Firestone, General Tire and 
Rubber, B. F. Goodrich and Good- 
year—decided to move their factories to 
reduce labour costs, a huge loss of jobs 
and people followed. Between 1964 and 
1979, Akron lost 10,000 jobs—a decline 
of 25%—in rubber and plastics while 
nearly 350,000 new jobs were being 
created in these industries in the country 
as a whole, a 79% gain. Akron’s popula- 
tion is now 231,000, down from its high 
in 1965 of almost 300,000. The 11 coun- 
ties of north-east Ohio have seen 580,000 
people leave in the past 25 years. 

Akron’s officials and Ohio’s governor, 
Mr Richard Celeste, hope plastics can 
help to reverse this trend. In 1984 the 
state government set up the Edison Poly- 
mer Innovation Corporation, a partner- 
ship between the University of Akron 
and Cleveland's Case Western Universi- 
ty. This will, it is hoped, develop new 
uses for polymers and stimulate ideas for 
new businesses in the region. Together, 
the universities have the largest group of 
polymer experts in the western world. 
The new corporation will get $4.1m from 
the state government during the next two 
years. Contributions from businesses 
and industry could match that. 
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there is talk of charging higher premiums 
to the less creditworthy. 

Even Mr Gray, however, has no imme- 
diate cure for the perilous financial health 
of the Federal Savings and Loan Insur- 
ance Corporation itself. One symptom is. 
the failure to shut down the S&Ls that are 
unquestionably bankrupt: dead but not 
buried. The reason is that the FSLIC 
cannot afford the billions of dollars that 
this would cost. Theoretically it has about 
$7 billion, but much of this is already 
employed in propping up the corpses. 
Even merging the sickly with stronger 
institutions, or providing new manage- 
ments, is too expensive in most cases. 
Clearing up the whole mess would cost, it 
is estimated, $20 billion-50 billion—not a 
pleasant prospect in a budget-cutting 
year. A suggestion that a special contribu- 
“>n of $8.5 billion might be made by the 

sociations has been hooted down. 

The FDIC could come to the rescue; it 
has a comfortable bank balance of $19 
billion. But it shows little enthusiasm for 
the idea, which would certainly be op- 
posed hotly by the banks, whose deposits 
it insures, up to $100,000 for each deposi- 
tor. The Treasury has a more imaginative 
plan: it suggests that insolvent S&Ls 
should be sold to non-bank companies 
like Sears Roebuck, which could turn 
them into commercial banks. But even 
Sears Roebuck might find that hard under 
present law. 

Meanwhile, FSLIC is engaging in a little 
self-help; it is to hold a bargain sale of 
some of the assets it has taken over from 
S&Ls it has wound up. Theoretically, they 
are worth about $3 billion, but they are 
unlikely to fetch anything like that. Some 
of the items are bizarre: a string of fast- 
food restaurants, a mushroom farm and 

on. They bear testimony to some of the 

id judgments that S&Ls made when, in 
1982, they were given the right to invest 
directly in other businesses. The bigger 
mistakes, however, involved construction 
loans to builders and developers. 


Los Angeles 
Endless school 


LOS ANGELES 


The Los Angeles city school board finds 
itself, not for the first time, caught in a 
struggle between planners and parents. 
The board has been told that within the 
next four years the number of children for 
whom it will be responsible will jump by 
82,000. At present there are not enough 
seats in the classrooms to accommodate 
such an increase. 

One solution is to build additional 
schools. But local taxes on the necessary 
scale are considered unthinkuble and nei- 
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ther the state nor the federal government 
is likely to come forward with money for 
such a huge undertaking. The $12 billion 
increase for education in California pro- 
posed by Governor George Deukmejian, 
for example, covers many school im- 
provements, but not new buildings for 
82,000 more schoolchildren in Los Ange- 
les. A cheaper and speedier solution 
considered was to add more students to 
each classroom. But planners, parents 
and teachers agree that the numbers are 
too great to make that acceptable. 

The school board's proposed solution is 
to keep the schools throughout Los Ange- 
les open year-round, rather than on the 
ten-month schedule that exists in most 
districts today. Under this plan children 
would attend classes during four terms of 
a five-term year, each term running for 
nine weeks. All children would take a 
break of three weeks in summer and two 
in winter. 

The proposal is popular with planners 
and administrators, but decidedly unpop- 
ular with parents. The administrators see 
the quite tangible advantages of lower 
costs and extra places—as many as 
154,000, some administrators say, assum- 
ing that schedules are designed carefully. 
Moreover, where the scheme has been 
tried—in south-east Los Angeles, for ex- 
ample, where schools are overcrowded 
and where there is a large minority popu- 
lation—it has worked well, according to 
proponents. 

But parents are not so sure. They see 
family holidays disrupted, and brothers 
and sisters shuttling to and from school 
during different parts of the year. They 
are worried about after-school activities 
like team sports and the school orchestra. 
And some have argued.that they and their 
children count on earnings from summer 





jobs. Almost everybody has raised the 
prospect of “sweltering” classrooms in 
July and August. This, says the school 
board, can by dealt with by air condition- 
ing. At a cost of $290m to install, it will 
still be much cheaper than putting up new 
buildings, even with extra operating ex- 
penses for the year-round schedule. 

Nevertheless, the school board has 
asked its staff to look at other ideas. One 
is a staggered school day, with students 
routed through classrooms on schedules 
that keep the schools operating from 
early morning to late afternoon; this 
proved unsuccessful in the 1960s and 
1970s in south-east Los Angeles, and was 
replaced by the year-round plan. Another 
calls for change in the acceptable ratio for 
racially integrated schools, changing the 
mix from 60-40% to 70-30%. Although 
this might reflect more accurately the 
population of many of the city’s school 
districts, it would also move counter to 
the objective of integrated schools bal- 
anced 50-50%. However, critics of the 
board’s year-round proposal for the 
whole of Los Angeles say it will drive 
many white middle-class families into 
private education, with the result that 
classrooms are kept segregated, even if 
numbers fall. The board is expected to 
make its final decision in February. 


Democracy 


Perils of pushing it 


WASHINGTON, DC 





Intervening in foreign politics, even with 
the noblest democratic intentions, has 
always been a hornets’ nest for Ameri- 
cans. In the 1950s and early 1960s the CIA 
funnelled money to some respectable 
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anti-communist groups and serious maga- 
zines, mainly in Western Europe. But 
when the source became known, the 
recipients were badly damaged and the 
programme was aborted. Four years ago 
in a speech in London President Reagan 
called for a new effort to promote demo- 
cratic institutions throughout the world. 


_ Congress responded by creating a Nation- 


al Endowment for Democracy, with a 


_ budget of $18m a year. The intention of 


its conservative sponsors, led by Senator 
Orrin Hatch, was to provide money for 


_ the world’s good guys in their struggle 


against the forces of (communist) evil. 
Congress insisted that most of the En- 
dowment’s money was to be channelled 
through America’s trade-union umbrella 
organisation, the AFL-CIO, and its Free 


_ Trade Union Institute. Some $11m was in 


turn passed on to three regional insti- 
tutes, with varying results. The largest 
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dollop, more than $1m in 1984 and more 
than $2m in 1985, went to the Philippines. 
In spite of the political bear traps on 
every street, the institute appears to have 
steered clear of playing a pro-Marcos role 
in its attempt to undermine left-wing 
influence in unions and rural co- 
operatives. 

The institute’s choice of allies else- 
where has been less fortunate. At the end 
of November the Endowment was embar- 
rassed into cutting off a $im grant to a 
conservative student organisation in 
France alleged to have ties to an outlawed 
right-wing paramilitary group. Neither 
this fund nor another controversial grant 
to a French labour group which has been 
opposing the Mitterrand government ap- 
peared in the Endowment's annual re- 
port, despite regulations requiring public 
disclosure. 

A year ago another project blew up in 


Not at a loss for words 


It never seemed likely that 700 writers 
from 42 countries would agree on very 
much once they forgathered in New 
York to discuss the writer’s imagination 
and the imagination of the state; it would 
have been a dull affair if they had. The 
controversy, however, started even be- 
fore the 48th international congress of 
Poets, Essayists and Novelists—PEN— 
opened on January 12th, and did not 
long abate thereafter. 

Mr Norman Mailer, as president of 
American PEN, the conference’s host, 
had asked Mr George Shultz to address 
the delegates. Mr Shultz, whose publica- 
tions include “Economic Policy beyond 
the Headlines” and “Workers and 
Wages in the Urban Labour Market”, 
was there not as a writer of at least two 
books, one a work of distinction, which 
is the criterion for membership of PEN, 
but as the secretary of state. 

As such, Mr E. L. Doctorow argued in 
the Nation and the New York Times, he 
was a member of a government “‘consci- 
entious in its application of the ideologi- 
cal exclusion provisions of the McCar- 
ran-Walter act, which keeps out such 
dangers to the republic as the Nobel 
Prize winner Gabriel Garcia Marquez.” 
PEN is dedicated both to the unhampered 
transmission of thought within each na- 
tion and among all nations, and to the 
freedom of expression everywhere. 
American PEN, suggested Mr Doctorow, 
had betrayed its non-political charter by 
identifying itself with an administration 
whose policies had visited misfortune 
upon the intellectual communities of 
countries like South Africa, Turkey and 
Chile. An open letter to Mr Shultz, 
accusing the administration of having 
done nothing to further freedom of ex- 
pression either at home or abroad, was 


signed by 66 members. 

Only two people, however, walked 
out when Mr Shultz delivered his homi- 
ly, which was chiefly notable for a com- 
mitment never to deny anybody physical 
access to the United States “because of 
the beliefs he or she may espouse”. This 
led Mr John Kenneth Galbraith, the 
president of the American Academy and 
Institute of Arts and Letters, who had 
originally suggested inviting Mr Shultz, 
to express the hope that President Rea- 
gan would call for the repeal of the 
McCarran-Walter act in his state of the 
union speech on January 28th. The act, 
passed in McCarthyite mood in 1952, 
allows the government to keep out com- 
munists and anarchists, however innocu- 


the Endowment’s face when $20,000 of its 
money went through a Panamanian union 
into the presidential campaign of the 
military candidate, Mr Nicolas Ardito 
Barletta. The American ambassador to 
Panama cabled Washington, demanding 
that “this harebrained project be aban- 
doned”. Mr Barletta won a narrow vic- 
tory, amidst charges of fraud, and subse- 
quently resigned. 

Since the French flare-up, the head of 
the Endowment, Mr Carl Gershman, a 
former aide to Mrs Jeane Kirkpatrick at 
the United Nations, has promised to end 
all covert finance. Congress had earlier 
rescinded its requirement that unions get 
the bulk of Endowment cash, which 
means that more of it will go through the 
United States Chamber of Commerce 
and the two political parties. It does not 
mean that anybody is any clearer abo 
how to buy democracy. 


ous their views or distinguished their 
achievements. 

Nobody walked out when Mr Amadou 
Mahtar M'Bow, the director-general of 
UNESCO and alleged would-be licenser of 
the press, spoke to the meeting. But 
disputations started again when Mr Gin- 
ter Grass rose to attack Mr Saul Bellow’s 
defence of American values with the 
comment, “I would like to hear the echo 
of your words in the South Bronx where 
people don’t have shelter, don't have 
food, and no possibility to live in the 
freedom you have”. And all this took 
place even before the panel on ‘‘censor- 
ship in the United States”. All of which 
goes to show, perhaps, that there is no 
country in the world that people like to 
attack more than America, nor any- 
where they would rather do it than in 
New York. 
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Currency Swings: 
Cutting Your Risks 


If you make payment in a currency other 
than your own, you fear the potential rise 
in its cost between now and payment 
time. If you receive payment in such 
currency, you fear a fall in its value 
between now and receipt time. 


CH-7514 Sils-Maria (Engadine / Switzerland) 
Phone: 01041-82- 4 53 31 - Tx. 74 444 
Personally managed by the owners 

R. Kienberger, F. Dietrich & Family 


An extraordinary hotel with turn-of-the-century charms 
and modern day comfort, beautifully located among 
the mountains and lakes of the Engadine Valley. 


+ All winter sports - Free bus service to the cableways - 
x Orchestra - Indoor swimming pool and tennis court - 
* Children’s nursery - In summer marvellous possibilities 
* for hiking and excursions 










Through interbank and other counter- 
balancing transactions, we can relieve 
you of your concern. Phone or telex. 







| Winter season: Dec. 14th - April 15th 
Summer season: Early June - Oct. 19 











Worldollar Corp. 
488 Seventh Ave. 
New York 10018 
(212) 947-8297 
Telex 269356 
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Guinness Mahon Fund Managers 
(Guernsey) Limited, P.O. Box 188, 


Look what the 





216.5% 
27.12.85 


managed currency 
experts are 


doing... 








23.5.80 
average annualised sterling return 


IN THE five-and-a-half years since 
launch, the Guinness Mahon 


Guinness Mahon pioneered the 
concept of the offshore managed 
International Managed Currency currency fund with the launch of the 
Fund has produced a sterling return International Fund in May 1980. 

of 216.5%* —an average compounded The Fund’s offshore location allows 
annual rate of return of 22.8%. it to pay all returns to investors 

In volatile markets this expertly gross, and according to a recent 
invested ‘basket’ of leading curren- survey had by far the lowest level’ of 
cies has consistently met the aimsof management charges — just 242% at 
the Fund’s managers — long-term entry and 1⁄2% per annum thereafter. 


$ s *On an offer to offer basis with gross 
capital and income growth. divide re-invested launch 1027 12.85 
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La Vieille Cour, St. Peter Port, 
Guernsey, Channel Islands. 

Or telephone (0481) 23506 extension 231 
or telex 4191482 GUIMAC G 

Please send me a prospectus (on the sole 
basis of which investment may be made) and 
an application form. 
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This advertisement has been placed by Guinness 
Mahon & Co. Limited, an exempt dealer 
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The most rewarding 


year of your life? 
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A Master of Business Administration is a valuable 
qualification wherever acquired. But we think that 
the experience of taking your MBA at IMI is some- 
thing rather special. In fact, many of our participants 
have told us that it was one of their most interesting 
and worthwhile years. 

You will work with other managers who have 
several years of professional experience and who 
come from twenty or more countries. Your faculty 
represent more than a dozen nationalities. You will 
make friendships spanning the world’s major eco- 
nomic centres and principal business sectors. 


An MBA at IMI-Geneva 
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The program workload is heavy but the activities 
are varied. A ten day overseas study trip is included. 
The program ends with a challenging 5-week manage- 
ment consulting project. You will be one of a group 
of 50 highly motivated managers determined to 
succeed both academically and professionally. 

The program lasts nine months and the next 
session is from 25th August 1986 to 22nd May 1987. 
If you have the high potential, stamina and 
openness of mind to join this unusual group, Ahmet 
Aykaç, Director of the MBA Program, will be glad to 

hear from you. 


International Management Institute, Geneva 
4chemin de Conches. 1231 Conches Geneva. Switzerland 207. Telex 427452. Tel Int'l + 41 22:47 11 33. Fax: Intl + 4122: 4644.39 


Established in Geneva in 1946.1M1 is an independent non-profit foundation with a substantial permanent faculty teaching, 
researching and consulting on all aspects of advanced management for multi-national companies, governments and 
international organizations. It provides a comprehensive range of general and functional management 
education programs. together with seminars on Current issues. 

The MBA degree is awarded jointly by IMI and the University of Geneva. 
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EUROPE 


something very stubborn in 
the state of Denmark 


FROM OUR NORDIC CORRESPONDENT 


Every day in midwinter some hardy 
Danes break the ice on Copenhagen’s 
seafront and plunge into the freezing 
waters of the Baltic, somehow surviving 
~e shock to their nervous systems. All 
anes, and indeed the whole of the 
` European Community, may feel a similar 
shock if Denmark rejects the modest 
reforms to the way the EEC works that 
were proposed at December’s summit 
meeting in Luxembourg. Extraordinary 
as it may seem, the fate of the Luxem- 
bourg deal lies in the hands of an opposi- 
tion party in one of the Community’s 
smaller countries. 

On January 14th Denmark’s Conserva- 
tive prime minister, Mr Poul Schlüter, 
‘said he would call a referendum if he 
could not obtain approval for the reforms 
from the Folketing, Denmark's parlia- 
ment. He said he would do this as a last 
resort, and only if the opposition Social 
Democrats hold out against the reform 
package when the Folketing debates it 
next Tuesday, January 21st. If they do, 
the last resort will have arrived: the prime 
minister will not be able to get the parlia- 

yentary approval that his government 


needs before it can sign the Luxembourg 
agreement. 

The core of the problem is that the 
four-party centre-right coalition which 
Mr Schlüter has led since 1982 lacks a 
majority in the Folketing. It has got some 
of its measures through with the help of 
the small left-of-centre (and anti-EEC) 
Radical Party, others by striking bargains 
with the Social Democrats. But on this 
occasion neither of those methods of 
assembling a majority looks like being 
available. 

When the Social Democrats’ parlia- 
mentary group met to discuss the matter 
on January 14th, it unanimously agreed 
that the Luxembourg package should be 
rejected. The Social Democrats might 
eventually come round if the plan could 
be modified—f, for instance, the propos- 
al to give the European Parliament more 
influence was dropped, and if guarantees 
were given that Denmark could keep a 
veto on environmental issues. The ques- 
tion is how far the other countries are 
willing to go to accommodate the Danes 
(see box). As for the Radicals, they show 
no sign of modifying their root-and- 


The meaning of no 


FROM OUR BRUSSELS CORRESPONDENT 


If the Danish parliament rejects the 
reform package, what will this mean for 
the EEC? The immediate consequence is 
that the document embodying the re- 
forms would not be signed by the 12 
member-states in Luxembourg on Janu- 
ary 27th, as had been planned. That in 
turn would block the process by which 
the changes become law, through ratifi- 
cation by national parliaments. 

Beyond that, little would be likely to 
happen before the probable Danish ref- 
erendum on the issue. If Denmark’s 
voters too reject the Luxembourg pack- 
age, Britain and perhaps some other EEC 
countries would probably propose a 
more informal approach to the reform 
programme which might get around 
some of the Danish objections. For ex- 






ample, they could suggest that neither 
the extension of the majority-voting idea 
nor the question of foreign-policy co- 
operation need be embodied in treaty 
form, which might mollify the Danes. 
But it is hard to see how the modest 
expansion of the European Parliament's 
powers—another Danish sticking- 
point—could be abandoned without 
bringing howls from the European Par- 
liament itself, and others. 

Enthusiasts for integration might be 
tempted to push ahead with a two-part 
EEC, relegating Denmark—and any oth- 
er countries that felt the same way—to 
the status of second-class laggards. But 
these laggards would still be able to slow 
down the fast-laners by using their power 
of veto to block EEC decisions. 


Bee "sha hibsda PE egl ` + dò 


Schliter's problem is Europe's too 


branch hostility to the Community. 

So that last-resort referendum will be 
hard to avoid. In form, the referendum 
would simply be about the Luxembourg 
deal. In practice, it would in many peo- 
ple’s minds amount to a vote on contin- 
ued membership of the Community, a re- 
run of Denmark’s referendum in 1972, 
when there was a two-to-one majority for 
joining. 

Mr Schlüter may be right in believing 


Even if they wanted to, the other 
member-countries could not push Den- 
mark out of the Community. The Treaty 
of Rome allows any member to stay in 
the club as long as it likes. If, however, 
the Danes decided to leave of their own 
free will—and Greenland has already 
seceded from the Community—the oth- 
er 11 would not hold it back. 

Anyway, is the very modest reform 
programme agreed upon in Luxembourg 
worth more to the Community than a 
country with a highly developed industry 
and an efficient agriculture, committed 
to free trade and impeccably democratic: 
in short, the model EEC member? The 
answer must be no. The most powerful 
effect of a Danish rejection of the Lux- 
embourg package would probably be the 
damage it would do to the EEC’s morale. 
Even such a mouse of a reform, it would 
then seem, is too much for the 
Community. 
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‘bourg deal, but he is taking a risk. Ever 
since the autumn of 1973, Danish opinion 
polls have been indicating that there 
would be a “no” majority if the question 
of “joining now” were then being put, 
instead of having been decided in 1972. 
Still, this is not quite the same as saying 
that the Danes would vote for withdrawal 
now. An opinion poll published on Janu- 
ary 13th showed a 44-38% majority 
‘against “joining now”; but of those who 
would have voted ‘against joining now 
tle more than half said that they would 
o have voted to pull Denmark out. The 
pollsters deduced that there was a major- 
ity cell withdrawal. 






















That northward look 
There are two main reasons for Den- 
mark's feelings about the. Community. 
one of its main political parties takes a 
Teal interest.in the wider ideals of Euro- 
ration that inspired the Com- 
’s founding fathers, The majority 
of Danes feel much more attachment to 
Nordic region. and its institutions, of 
which Denmark has remained a member, 
—than.to any wider Europe. And, second, 
the bitter divisions in the Social Demo- 
< cratic Party that the EEC issue causedsin 
1:1972 have never been fully healed. 
The 1972 referendum was fought on the 
narrow issue of economic self-interest. If, 
hen the British joined the Community, 
the Danes had stayed out, a fatal blow 
‘ould. have been dealt to Denmark’s 
_ farms and fisheries, which then provided 
almost a third of its exports. Today they 
‘provide only a quarter, but a withdrawal 
_ from the EEC would still convulse the 
Danish economy. In economic terms, 
Denmark has gained more from the Com- 
munity than almost any other member. 
But its expectations of unclouded pros- 
perity have been sadly disappointed. 
-Ever since 1973 it has been in economic 
difficulties. The rate of unemployment, 
only 3.6% in 1973, was over 10% ten 
ears later, and Denmark is deep in debt. 
The fact that every country in Western 
Europe has taken a turn for the worse 
nce 1973, and the argument that the 
rice of oil, not the EEC, is mainly respon- 
e, have not sunk into the average 
anish voter’s mind. 
It was a Social Democratic prime minis- 
ter, Jens Otto Krag, who took the country 
into the Community, and the party has 
remained officially committed to mem- 
bership ever since. But it has felt the 
voters’ reluctance, and it has opposed all 
lans for further political integration in 
Europe. The EEC issue: was so. sensitive 
“that it was kept off the agenda of the 
party’s most recent congress. The rank 
and file are deeply sceptical about the 
‘community, The Luxembourg. agree- 
































that the voters will support the Luxem- “ment was just the opportunity the local 


branches had been waiting for. Among 
the victims of this process may be the 
party’s leader, Mr Anker Jørgensen, who 
was rash enough to voice his support for 
the Luxembourg deal at the beginning of 
January. 

Of course, a referendum vote against 
the reform package may lead no further: 
Denmark may then cheerfully remain 
within an unreformed (or less officiously 
reformed) EEC, But what if Denmark 
looked seriously like withdrawing? 

Questions would then also have to be 
asked about its continued membership of 
NATO. Together, the Radicals, the Social 
Democrats and the smaller far-left parties 
have a majority in the Folketing.. That 
majority, which has caused Mr Schlüter 
his present troubles, has over the past 
three years led Denmark to be increasing- 
ly awkward in its attitude towards the 
West's military alliance. Either the Com- 
munity accepts a Danish veto on reform, 
or Danish disintegration on a wider scale 
could set in. Is that to be the choice? 


Soviet Union 


The self-starters - 
not working 





Oddly, for a man in a hurry who proudly 
promised to get Russia moving again, in 
his first ten months of power Mr Mikhail 
Gorbachev has found it easier to get the 
ear of President Reagan or President 
Mitterrand than to persuade his country- 


Brrm, brrm, goes Gorbachev 





the Soviet Communist arty’ $ congress, 
Mr Gorbachev and his comrades still 
seem to be ‘arguing. over how best to 
tinker with the rusty old econdmic model 
they inherited from their predecessors. 

Some things have changed. Nearly half 
of the Soviet Union's 60 or so ministries 
now have new bosses, party. bureaucrats 
in the republics and regions. who could 
not get-used to Mr. Gorbachev's tough- 
talking style. have been nudged ‘aside. But 
hard as it is to keep pace with the 
changing faces in Moscow, it is even 
harder to: fathom what Mr Gorbachev 
expects his new ministers to. do differently 
from the old lot. 

Part of the problem. may. be that Mr 
Gorbachev has spent much of his energy 
sofarin getting rid of political rivals in th 
Politburo. Some of them lumbered ol 
quietly into retirement when Mr Gorba- ` 
chev. took-over, Others were harder to 
budge. Reports this week of new purges 
under way: in Kazakhstan and the 
Ukraine: area. sign. that: Mr Dinmuk- 
hamed Kunaev and Mr: Vladimir Shcher- 
bitsky, the two remaining Brezhnevites in 
the Politburo and the men who run those 
two republics, may soon be going too. 

Another problem is that Mr Gorba- 
chev’s:new way of doing things has so far 
not produced results as swiftly as he 
presumably wished. Soviet. newspapers 
openly admit that the campaign to turn 
delinquent .workers. from. alcoholics to 
workaholics is starting to peter out. New 
laws restricting the sale of alcohol have 
simply driven the liquor business 
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into basements and bathrooms. 

Experiments in industry allowing fac- 
tory managers to make more of their own 
decisions on pay, investment and produc- 
tion are being extended, even though 
results so far have been mixed. But taking 
on the bureaucrats has proved tougher 
than Mr Gorbachev expected. When agri- 
culture-related ministries and committees 
were merged under a single super-agency 
to improve efficiency, four of the bodies 
concerned were left unmerged, and as yet 
none of the “merged” ministers has been 
redeployed. 

The Soviet press is still full of hopeful 
articles about more far-reaching reforms; 
people like Mrs Tatiana Zaslavskaya, 
who reckons the economic system has to 
be thoroughly redesigned if workers are 
to be willing to do a good job, no longer 
‘lave to whisper their unorthodoxies be- 





FROM OUR ROME CORRESPONDENT 


Italy is proving too small for Mr Silvio 
Berlusconi, Europe’s bustlingest televi- 
sion magnate. But do Italy’s neighbours 
want him? The reaction was fierce when 
he and a French businessman, Mr Je- 
rome Seydoux, won a licence to open 
Canale-5, France’s first commercial tele- 
vision chain. Mr Berlusconi’s French 
critics say that he will add little but 
“Coca-Cola and spaghetti television” to 
France’s screens. Since he is a friend of 
Italy's prime minister, Mr Bettino Craxi 
(just as Mr Seydoux is a friend of Presi- 
dent Mitterrand), his detractors also pro- 
fess to smell an inside deal. 

Mr Berlusconi is used to trouble. With 
less than a month before Canale-5 is due 
on the air in France, a magistrate in 
Turin is threatening to black out not only 
its Italian counterpart, Canale Cinque, 
but Mr Berlusconi's other two Italian 
channels. Unless foiled at the last mo- 
ment, the magistrate, Mr Giuseppe Ca- 
salbore, was preparing to issue his order 
on January 19th. 

The legal background is murky. In 
1975, Italy’s constitutional court ruled 
that private regional television and radio 
stations could broadcast alongside the 
state-owned broadcasting company Ra- 
diotelevisione Italiana (RAI). In the ab- 
sence of a law authorising private nation- 
al broadcasting, Mr Berlusconi's three 
Italian chains are operating illegally, 
according to Mr Casalbore. 

Friends on high have their uses, how- 
ever. On January 9th, the prime minis- 
ter’s office in Rome issued a warning to 
Mr Casalbore and other magistrates not 
to interfere with what Mr Craxi consid- 
ers a prerogative of parliament. This was 
Mr Craxi’s third defence of his friend. In 
1984 his government twice issued de- 
crees to lift black-outs of Mr Berlusconi’s 
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hind closed doors. But decisions about 
which, if any, of the bolder ideas will be 
put into practice seem no nearer. Mr 
Gorbachev used to say quite radical- 
sounding things; but his prime minister, 
Mr Nikolai Ryzhkov, and the party's 
ideological conscience, Mr Yegor Liga- 
chev, have seemed more conservative. 
Mr Gorbachev has bravely told the 
Soviet press to be more open and honest 
about the problems of Soviet society, as 
part of his campaign to tackle those 
problems head-on. Not surprisingly, the 
new openness has pointed to some future 
worries. One could be unemployment. 
Presumably to prepare workers for 
tough times ahead, the Soviet press has 
admitted that the drive for improved 
productivity in Soviet factories is bound 
to throw many people at least temporarily 
out of a job. Over the next 15 years 























There’s no chaining him 





Beaming all over Europe 


networks, which put out some of Italy's 
most popular television shows. 

Though a political animal, Mr Berlus- 
coni is careful to avoid taking sides in 
Italy’s party wars. His friends in public 
life are mainly Socialists; Mr Craxi’s 
daughter, Stefania, works as a journalist 
on one of Mr Berlusconi's channels. Yet 
Mr Berlusconi also has a majority stake 
in I! Giornale, a distinctly conservative 
newspaper. While useful connections 
have greatly helped, it is his feel for the 
entertainment market that has made him 
one of Italy’s top industrialists. In the 
late 1970s, when small television compa- 
nies were springing up all over Italy, he 
was one of the few local television entre- 
preneurs to guess the true scale of the 
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industry is expected to shed 13-20% of its 
labour force (13m-20m people), with 
larger cuts in manual grades than among 
white-collar workers. The aim is to trans- 
fer these workers to the service sector, 
thereby maintaining the full employment 
Russia claims to provide. But workers 
may begin to wonder how “temporary” 
the transfer from one job to the next will 
prove to be. 

Another difficulty may be law and 
order. Last week a remarkable article in 
the party's youth paper, Komsomolskaya 
Pravda, told of vigilante groups, made up 
of young soldiers who had returned from 
service in Afghanistan, who were so dis- 
gusted about the crime and corruption 
they saw around them that they had 
begun to take the law into their own 
hands. The aim of the article was proba- 
bly to foster a greater sense of patriotic 


riches that deregulation could bring. 
Even then, he was already a success. In 
1960, when only 27, he set up his own 
building company. Before he was 40 he 
had built two expensive residential es- 
tates on the outskirts of Milan. Such 
things were new to Italy, but the idea 
caught on. Mr Berlusconi's commercial 
interests quickly spread to hotels, shop- 
ping centres and newspapers. 

His creation of Italy's first commercial 
television network was a characteristic 
mixture of cheek and imagination. Spot- 
ting a loophole as soon as he saw it, Mr 
Berlusconi arranged for the simulta- 
neous transmission of previously taped 
programmes from 20 stations all over 
Italy. To defend himself against the likes 
of Mr Casalbore, he says his system is 
only “the illusion of a network”. 

Mr Berlusconi has always had a popu- 
lar touch. As a young man he spent his 
holidays working as a tour-guide, enter- 
tainer and singer on cruise liners. His 
critics say his television channels are 
little better than electronic billboards. 
Typical Berlusconi fare mixes advertise- 
ments with American soap operas, quiz 
shows, B movies—and the more half- 
naked women the better. 

The formula appears to work. Under 
Mr Berlusconi's leadership the Italian 
television advertising market has grown 
sevenfold in the past four years. In 1985, 
according to Mr Berlusconi, his Italian 
holding company had a consolidated 
turnover of more than 2,000 billion lire 
($1 billion) and the highest nerprofits of 
any Italian company. 

Not only is he expanding in France. 
He has just bought up Spain’s largest 
television production studios. And, 
thanks to his share in a new French 
television satellite, he seems to be mov- 
ing steadily towards the creation of a 
European network. Like it or not, Italy's 
neighbours are going to hear a lot more 
from Mr Berlusconi. 
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pride and combat widespread cynicism. 
Yet tapping people’s pent-up frustrations 
is risky: as social tensions rise under 
pressure from economic change, it is Mr 
Gorbachev's men who will feel the brunt 
of the anger. 

In an attempt to assuage some of it, 
President Andrei Gromyko has been 
touring shops, restaurants and hospitals 
in Moscow, listening to grievances about 
poor service and shoddy goods. It will 
have been an eye-opener for a man whose 
daughter once said that he had not set 
foot on a Moscow street in 25 years. Soon 
Mr Gromyko’'s window-shopping will get 
more interesting: Mr Pierre Cardin, one 
of the Paris fashion designers admired by 
Mr Gorbachev’s wife, Raisa, is to open a 
shop in Moscow. 


France 


Is there no end of 
the affaire? 


FROM OUR PARIS CORRESPONDENT 





As French affaires go, the Boutboul case 
is rich stuff. A murder victim whom the 
prime minister acknowledges as his 
schoolmate and closest friend; a glamor- 
ous young widow renowed as a jockey; a 
mother-in-law who is said to have taken 
the Catholic church for millions; a “dead” 
father resurrected on state-run television; 
a hallowed missionary from colonial 
times accused of lining his pockets. Wrap 
this collection in the discreet cloak of the 
Paris bourgeoisie and the mystery of 
Vatican finances, and an affaire is born 
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36 


that Simenon would have been glad to 
invent. 

A careful contract killer set the Bout- 
boul saga in motion by murdering Mr 
Jacques Perrot—a successful Paris lawyer 
and gentleman rider—with three well- 
placed bullets as he left his office in the 
fashionable 16th arrondissement on De- 
cember 27th. The 39-year-old lawyer was 
married to France’s star woman jockey, 
Darie Boutboul, also known for her volu- 
ble role in a popular radio talk show. At 
the time of the murder they were living 
apart and disputing custody of their 
young son. Darie’s mother, Mrs Marie- 
Elisabeth Cons-Boutboul, claimed that 
her son-in-law had blundered into some 
“explosive’’ secret. The French press 
seems to have taken this to imply that he 
was using his knowledge as leverage 
against mother and daughter to ensure 
custody. 

The gossip of France is of two things he 
discovered. First, that Darie’s father was 
not dead, as Mrs Cons-Boutboul formally 
attested at the time of her daughter's 
marriage. After the murder, viewers saw 
Darie hugging the father she had suppos- 
edly never known in a “spontaneous” 
reunion on national television. Police 
investigators were more interested in Mr 
Perrot’s second discovery: that his moth- 
er-in-law, also a lawyer, was disbarred 
from practice in 1981 for diverting 
FFr10m (more than $2m at past rates) 
from the Missions Etrangéres de Paris, a 
distinguished missionary society. Her re- 
moval from the Paris bar remained a 
secret because the missionaries never 
sued her for recovery of the money. 

A strong Catholic, she was appointed 
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on a voluntary basis at the end of the 
1960s to defend the reputation of the 
missionary group and one of its past 
stalwarts against charges of financial skul- 
duggery brought by a French banking 
family. Relatives of a French banker who 
died in Hongkong in 1920 had for years 
been complaining that the missionary 
who was asked to settle his Chinese 
estate—Father Robert, an ace prosely- 
tiser with a flair for finance who later 
returned to head the society—diverted 
their inheritance to his own use. 

Caught in the public eye, the mission- 
ary society launched a modest campaign 
of self-defence last week. Ht says that Mrs 
Cons-Boutboul, for more than a decade, 
submitted huge expense bills for court 
cases that never took place. Only when 
she demanded expenses for bringing Fa- 
ther Robert’s honour before the Interna 
tional Court in The Hague were he 
lucrative fantasies upset; at that point the 
missionaries got the Paris bar to blacklist 
her. Asked why they did not prosecute 
her, their current chief, Father Rossignol, 
admitted at a press conference that the 
priests had preferred discretion: ‘They 
were not proud about being conned.” 

Nor did they think they could get their 
money back, since most of it was trans- 
ferred from a Vatican account in Switzer- 
land to a numbered Swiss account, Mrs 
Cons-Boutboul is widely quoted in the 
French press as claiming she did all this 
on somebody else’s behalf, darkly hinting 
that a churchman put her up to it. At one 
point she told reporters that she did not 
want to end up hanging from a London 
bridge—like the late banker Roberto 
Calvi, who worked with Vatican funds. 

No arrests have been made so far. 
Investigators have not eliminated the Par- 
is horse-racing underworld from suspi 
cion, especially since Mr Perrot was i 
member of a government turf commission 
set up to examine racing problems. This 
was the sole post, a modest one, to which 
the prime minister appointed him. In this 
affaire there is no apparent political mud 
to be slung. Its solution looks none the 
simpler for that. 


Spain 
Judges’ turn 


FROM OUR SPAIN CORRESPONDENT 





Spain’s Socialist government, after using 
some effective persuasion on the coun- 
try’s generals and its bishops, now has its 
eyes on the judges, This is a tricky task; 
the government does not want to appear 
to be trying to politicise the administra- 
tion of justice. However, that administra- 
tion could clearly be improved. Spain's 
legal processes can be intolerably slow, 


THE ECONOMIST JANUARY 18 1986 


. 


and some branches of the law, especially 
commercial law, badly need to be brought 
up to date. 

A law approved last summer regulates 
the appointment of judges and lowers 
their retirement age from 70 to 65. Under 
this law parliament elects all 20 members 
of the judiciary’s governing council, 12 of 
whom were formerly chosen by lawyers 
and judges. The new council was elected 
at the end of October. Last week, at its 
first working session, it began appointing 
the senior judges who preside over Span- 
ish courts. The justice minister plans to 
recruit 1,000 new magistrates. 

Some judges hold that the election of 
their whole governing council by parlia- 
ment is a threat to their independence. 
Socialists, however, retort that the Span- 
ish judiciary has seldom been politically 
‘dependent. In General Franco’s time 

2w judges challenged his authoritarian 
laws. More recently, the constitutional 
court has irritated the government by 
delaying the implementation of new edu- 
cation and abortion laws for more than a 
year while it considered the conservative 
Popular Alliance's objections. To prevent 
that kind of thing happening again, a law 
passed last year permits legislation to be 
applied immediately even if it is being 
challenged on constitutional grounds. 

The constitutional court’s 12 members 
are chosen for three years by the govern- 
ment and the judicial council. Four of 
them are due to be replaced in February, 
and two others have decided to resign. 
With half the court thus due for renewal, 
the Popular Alliance called this week for 
an all-party consensus, to prevent what 
they see as a Socialist takeover of the 
judiciary’s commanding heights. 

One of the new court's first tasks will 
ie to decide whether the reform of the 
_udiciary is itself constitutional. Mr Al- 
fonso Guerra, the deputy prime minister, 
appears unconcerned. When asked re- 
cently about the separation of legislative 
and judicial powers, he replied: Montes- 
quieu is dead.” 


Greece and America 


Suddenly, we 
trust you 


FROM OUR WASHINGTON CORRESPONDENT 





Better manners, and perhaps a keener 
sense of self-interest, have reasserted 
themselves in the long argument between 
the United States and Greece’s Socialist 
government under Mr Andreas Papan- 
dreou. The Greek government, which 
may be needing American help to climb 
out of its present economic hole, has 
opted for a new discretion, choking back 
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A kindlier view of Papandreou 


the contentious remarks of yesteryear; 
the Americans have been gratified, for 
instance, by the relative restraint of 
Greek comment on the American-Libyan 
confrontation. In return, President Rea- 
gan’s administration has decided that the 
Greek air force should have the 40 F-16 
fighters that it wants. The secretary of 
state, Mr George Shultz, is expected to 
visit Athens at the end of March, adding 
gravitas to the new era of civility and, 
perhaps, co-operation. 

The declared reason for delaying the 
sale of the F-1és was the fear that the 
Greeks might allow the secrets of their 
technology to reach Soviet eyes and draw- 
ing-boards. A routine exchange of letters 
about the inviolability of military technol- 
ogy has now cleared the way. Congress 
has yet to approve the sale but here there 
will be no difficulty: although congress- 
men were far more temperate than usual 
last year in their support for Greece at the 
expense of Turkey, they still insisted on 
maintaining the balancing military-sales 
ratio under which Greece receives $7- 
worth of equipment for every $10-worth 
sold to Turkey. 

The defection last year to the United 
States of Mr Sergei Bokhan, an official at 
the Soviet embassy in Athens and, it 
turned out, a deputy director of Soviet 
military intelligence, alerted the Ameri- 
cans to the military information leaking 
northwards from Greece. The Greek gov- 
ernment, which arrested three people on 
espionage charges, has now apparently 
satisfied the United States that it has 
plugged the holes. 

The brawl between the two countries 
might have become rumbustious last sum- 
mer, when the Reagan administration, 
appalled by the inadequate security at 


Athens airport that may have allowed the 
hijacking of a TWA airliner to Beirut, 
issued a “travel advisory” warning Amer- 
icans not to go to Greece. Although this 
hurt Greece's tourist earnings, Mr Papan- 
dreou refrained from saying very much, 
security arrangements at the airport were 
tightened, and the “travel advisory” was 
quietly withdrawn. 

What will Mr Shultz discuss if he does 
go to Athens in March? The overriding 
question is the future of America’s four 
military bases in Greece. The current, 
rather ambivalent, agreement expires in 
1988. The Americans, who do not want to 
leave the next decision to the twelfth 
hour, will be bargaining for a Greek 
commitment about the future of the 
bases, possibly involving some changes 
on the American side. They particularly 
want to hold on to the naval base at Suda 
Bay in Crete. They are mildly encouraged 
by the fact that these days Mr Papan- 
dreou sounds distinctly fuzzier when talk- 
ing about the end of the bases. 


Austria 


After the ball 


This is waltzing time in Austria: there will 
have been no fewer than 750 balls in 
Vienna alone by the time the Fasching 
carnival ends on February 12th. But there 
is no lilt in the heart of Austria’s Socialist 
chancellor, Mr Fred Sinowatz. For only 
the second time since 1972 the Socialists 
have been overtaken in the opinion polls 
by the conservative People’s Party. 

Part of the reason for the government's 
unpopularity is the growing financial 
problems of the nationalised sector of 
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Sinowatz wants the vote to wait 
industry, to which about a fifth of all 
Austrian factories belong. Mr Sinowatz 
had to interrupt his Christmas holiday to 
attend a cabinet meeting which discussed 
losses made by Merx, a subsidiary of the 
state-owned Chemie Linz chemicals 
group. Merx had lost ASch550m ($32m) 
by speculating in oil markets—despite a 
government order banning such specula- 
tion. Only a few weeks earlier Austria 
had been shaken by revelations about an 
estimated loss in 1985 of ASch5.6 billion 
by Voest-Alpine, also partly incurred 
through oil speculation. 

The government responded to the 
Voest-Alpine affair by sending in a prac- 
tised trouble-shooter, Mr Rudolf Kirch- 
weger, to sort things out. But since Mr 
Kirchweger had previously been boss of 
Chemie Linz, there is now a question- 
mark over his future. His former Chemie 
Linz colleagues say that he should have 
known what was going on at Merx. 

It is, of course, Austria’s taxpayers who 
have to pay for losses in the state sector. 
Many of them are worried that the losses 


that have come to light so far are the tip of 


the iceberg. And they blame the Social- 


y : ists—and to an extent the Socialists’ small 


coalition partner, the Freedom Party— 


_ for mismanagement. 


The opposition People’s Party, after 
holding a conference on the problems of 
nationalised industry, has come out in 
favour of gradual privatisation. It says it is 
not convinced by the government's prom- 
ises of a thorough reorganisation of the 


~ state-owned firms, including the prom- 


ised de-politicisation of their manage- 


ments and supervisory boards. But pri- 
vatisation is not popular in Austria, 
where state-owned industry is seen by the 
large number of people who work for it as 
offering some pleasant job-security. The 





People’s Party would rather not be left 
alone to carry the unpopularity associated 
with privatisation. It is again calling for a 
grand coalition with the Socialists after 
the next election. 

The election is due next year, but there 
is talk in Vienna that it might be brought 
forward. Some Socialists, including Mr 
Sinowatz, would prefer to hold out until 
1987. Others want an early election, sus- 
pecting that Austria’s troubles may get 
even worse by next year. 


EEC: European Parliament 
Enter the Iberians 


FROM OUR BRUSSELS CORRESPONDENT 


The European Parliament has acquired 
84 new members from Spain and Portu- 
gal. When they arrived in Strasbourg for 
their first session on January 13th the 
biggest group among the newcomers, the 
36 Spanish Socialists, together with six 
Portuguese, duly joined their socialist 
colleagues from the rest of the EEC. The 
second largest contingent, the 13 mem- 
bers of Spain’s opposition Popular Alli- 
ance, teamed up with the group led by the 
British Conservatives. 

This first batch of Spanish and Portu- 
guese Euro-MPs were not elected directly; 
they were delegated by their parties in 
proportion to the number of seats held in 
their home parliaments. Direct elections 
are to be held in both countries later this 
year. Spanish and Portuguese voters will 
get the chance to learn more about the 
parliament before the election thanks to a 
publicity film being made by the British 
actor, Mr Peter Ustinov. He joins a list of 











P=new Portuguese Euro- mp 
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Rainbow Group 
(Mainly Greens): 
from 19 to 20 


Communists: 
from 43 to 46 






Bigger, but not mightier 


Seats in the enlarged European Parliament 


from 6to7 





+ Conservative-dominated 


show-business people, including Alec 
Guinness, Brigitte Bardot and Salvatore 
Adamo, who have lent their talents to 
drum up interest in the EEC cause. 

That is not easy, because the European 
Parliament has few real powers beyond 
that of sacking the European Commission 
(which it has. never done) and battling 
with EEC governments over the Commu- 
nity’s budget (which it does every year 
with relish). Despite plans to give parlia- 
ment a little more scope to air its views, 
the final decisions still lie with the mem- 
ber-states’ governments. 

Undeterred, the parliament spends a 
lot of its time firing off firm resolutions 
about things over which it has no obvious 
influence at all. On January 14th it 
backed the European option in the row 
over the future of Britain's Westland 
helicopter company, but nobody cared. 
The parliament has in the past expressed 
equally firm views on subjects like the 
Gulf war, Angola, the Arab-Israeli con- 
flict, Soviet intervention in Afghanistan, 
human rights in Turkey, the fate of Mr 
Andrei Sakharov, the future of East Ti- 
mor, to name but a few. 

Will the newcomers change much? The 
arrival of the Iberian socialists will reduce 
the centre-right’s domination of the par- 
liament, although it still commands an 
overall majority, even without the sup- 
port of the extremists of the European 
Right. However, left-right splits in parlia- 
mentary votes are less frequent than 
might be expected, because the broad 
political groups often fight among them- 
selves along narrow national lines. To 
that extent, the parliament accurately 
reflects the incomplete state of European 
integration. 
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BRITAIN 





A few more facts, a lot more 


noise 





Brittan and Thatcher: will they come a chopper whopper cropper? 


The drama over the future of Britain's 
Westland helicopter company is now 
threatening the career of a second cabinet 
protagonist, the industry secretary, Mr 
Leon Brittan. For all his protestations of 

npartiality in the dispute, a series of 
_ nbarrassing revelations has now sug- 

gested that he is no less partisan than his 
departed rival, the former defence secre- 
tary, Mr Michael Heseltine. As a result, 
both Mr Brittan and the prime minister, 
Mrs Thatcher, have been vulnerable to a 
week of parliamentary attack, marshalled 
by Mr Heseltine from their own benches, 
and by the leader of the Labour party, Mr 
Neil Kinnock. Late on Wednesday night, 
a further barrage came from British 
Aerospace. 

Mr Heseltine has discovered that truth 
is a double-edged weapon in politics. The 
more of it he exposes, the less love he can 
expect from his party colleagues in the 
House of Commons—and the less respect 
from some other people in the country. 
What he has had to say has been deeply 
damaging to Mrs Thatcher and to the 
government. Tory members of Parlia- 
ment anticipate fearfully the electoral 
reaction to it—short-term in the opinion 
polls and eventually at an election, 
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The political fall-out from the battle 
between the American United Technol- 
ogies group and the European aerospace 
consortium, both oddly eager to rescue 
Britain's Westland helicopter company 
from its financial predicament, has been 
Mr Kinnock’s first big stroke of luck since 
he became Labour leader. He is making 
the most of it. 

The Commons, reassembling after its 
Christmas break, heard Mr Brittan make 
a Statement to a packed chamber in which 
Mr Heseltine sat on the back benches for 
the first time for 17 years. Mr Brittan 
claimed to have taken a consistently neu- 
tral position on the choice between an 
American or European suitor for West- 
land. He denied allegations by Mr Hesel- 
tine about the meeting he had held on 
January 8th, the day before Mr Hesel- 
tine’s resignation, with Sir Raymond 
Lygo, the chief executive of British Aero- 
space and a member of the European 
consortium. At it, Mr Heseltine had 
claimed, Mr Brittan told Sir Raymond 
that British Aerospace was acting against 
the national interest and should withdraw 
from the consortium. 

“Had the government received any 
letters from British Aerospace giving its 





views of the meeting?” inquired Mr He- 
seltine, “I have not received any such 
letter”, replied Mr Brittan, and with Mrs 
Thatcher sitting impassively beside him 
he repeated this several times during the 
next half hour. Late that evening, Mr 
Brittan had to return to the chamber to 
admit that a letter from Sir Austin 
Pearce, the chairman of British Aero- 
space, had been received by the prime 
minister that afternoon and that he had 
known of it before he made his statement. 
As it was marked “private and strictly 
confidential”, he had felt bound to deny 
its existence. 

The House of Commons is never more 
indignant than when it discovers it has 
been misled by a minister. The following 
day, Mrs Thatcher and the author of the 
letter were forced to agree to publish it. 
Publication was delayed to Wednesday, 
the day that the opposition had selected 
for a full debate on the Westland affair. 
When it was released, Mrs Thatcher's 
reply was published with it. Sir Raymond, 
according to the letter, had reported to 
the British Aerospace board immediately 
after his January 8th meeting that Mr 
Brittan had said “that what we were 
doing was not in the national interest” 
and “that we should withdraw”. It is the 
withdrawal demand, repeated in Sir Ray- 
mond’s note of the meeting, which Mr 
Brittan denied. It does not appear in the 
departmental minute of the meeting, at 
which six people were present (see box). 

The timing of the minute is curious. It 
is dated January 10th. Yet British civil 
servants are normally punctilious about 
writing minutes, especially of politically 


Just a minute 


“...and he would like us to with- 
draw. | was so stunned by this that I 
turned to the assembled company 
and said, ‘Are you writing all this 
down?’ to which the secretary of 
state replied, ‘They understand what! 
am saying better than | do, 
probably.’ ” 

Sir Raymond Lygo, managing director, 
British Aerospace. 


“The meeting concluded with Sir 
Raymond observing that notes had 
been taken of the conversation.” 

Official trade and industry department 
minute. 





Interested parties 


The sudden enthusiasm of some of the 
companies involved in the European 
rescue squad for the Westland helicopter 
company has been curious. The two 
British companies in the Heseltine plan, 
BAe and GEC, talk about preserving Eu- 
ropean strength in a vital area of high- 
technology. Each of them must suspect 
that America’s Sikorsky would make 
better and cheaper helicopters than a 
collection of five or six European compa- 
nies, speaking four different languages, 
with no experience of working together 
on helicopters, without any central de- 
sign staff or central manufacturing plant, 
ready to bargain politically with each 
other about who should make what. 

BAc, GEC and Rolls-Royce are already 
supplying Westland with engines and 
electronics, the most interesting part of 
helicopter manufacture; but Westland 
orders are not a vital part of their total 
business. If BAe were to take Westland 
over, it would be buying rows and fac- 
tory closures. Its chairman, Sir Austin 
Pearce, publicly denied any interest in 
Westland last summer. 

BAe may have been lured into Mr 
Heseltine’s plans by the prospect of 
more work on the European fighter 
aircraft. Mr Heseltine wanted more of 
that joint project to come to Britain than 
was agreed last year. There could have 
been hopes that he would be better 
placed to get it if he and BAe combined to 
help keep Westland’s American suitor, 
Sikorsky, out of European markets. 

When Westland was told that it should 
accept the European group’s offer for 


charged meetings, on the same day or at 
the latest on the next day. The minute 
appears to have been sent only to the 
private secretary of Mr Geoffrey Pattie, a 
junior minister in the Department of 
Industry. Normally such an important 
minute (written, mind, the day after Mr 
Heseltine had resigned) would have been 
sent to a much wider Whitehall audience. 
When Sir Raymond stormed out of the 
meeting, did it at first seem more prudent 
to make no minute? 

Mr Kinnock made an effective speech, 
demanding a special commons select 
committee to look into the affair. In her 
rejoinder, Mrs Thatcher claimed that 
there had been no cancelled meetings, 
and that Mr Heseltine had had plenty of 
opportunity to make his case inside the 
government. He had resigned because he 
could not accept cabinet collective 
responsibility. 

Mrs Thatcher is not under any immedi- 
ate threat, as long as she avoids losing 
another cabinet minister. As for Mr He- 
seltine, he has for the present put himself 
beyond the pale with many Tory MPs. If 
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wider reasons of supposed national inter- 
est like this, its chairman, Sir John 
Cuckney, took umbrage. The now-infa- 
mous industry department minute of 
October 18th, referring to Sir John’s 
appreciation of the European offer, said 
that Sir John would attach weight to it. 
Indeed he did; it was a useful counter in 
his talks with Sikorsky and Fiat. But Sir 
John’s refusal to budge from his prefer- 
ence for the American-Italian bid bred 
Mr Heseltine’s problems. 

GEC joined Mr Heseltine’s rescue 
squad in the middle of its acrimonious 
row with the defence ministry over the 
late and expensive Nimrod surveillance 





Mrs Thatcher had to depart before the 
next election, he would be blamed; he has 
diminished his prospects of becoming 
Tory leader. But if she survives, Mr 
Heseltine has the opportunity to build 
support where he has most lacked it in the 
past, among Tory backbenchers. If he 
takes the chance, the memory of his 
resignation could yet become a political 
asset. 


Fulham by-election 
A disputed bequest 


They are too nice to say it publicly, but 
Alliance party members know their best 
ally is the grim reaper. The death of Mr 
Martin Stevens, the Conservative mem- 
ber of Parliament for Fulham, in west 
London, gives the Alliance a chance to 
capitalise on the  government’s 
discomfort. 

On the basis of its 1983 result, Fulham 
is nowhere near The Economist's criteria 
for an Alliance-winnable seat (key indica- 


aircraft. Defence officials have accused 
GEC’s electronics equipment of being re- 
sponsible for the delay and the trebling 
of the cost. GEC executives came straight 
out of a Nimrod meeting with Mr Hesel- 
tine and went into another on the same 
day to join the European consortium. 

The French member of the European 
consortium, SNIAS (Aérospatiale), told 
the Westland management in the sum- 
mer that Aérospatiale’s interest would 
best be served by the demise of the 
Yeovil company. The Italian member of 
the quintet, Agusta, has an interest in 
Westland’s survival because of their joint 
EH 101 project. But Agusta is kept in 
being partly because its owner, the state 
holding company EFIM, has been in se- 
cret negotiations to sell it to Fiat, part- 
ners with Sikorsky in the rival rescue 
offer. These negotiations were suspend- 
ed in October with arguments over price 
and the onset of the Westland drama. 

Mr Heseltine’s convening of the Euro- 
pean consortium around Westland’s 
deathbed seemed ironic to some of his 
cabinet colleagues, who had originally 
wanted the Ministry of Defence to help 
Westland by buying more helicopters. 
Mr Heseltine at first rejected a rescue on 
his department's budget. His officials 
interpreted his indifference to the com- 
pany’s fate zealously, and held back £6m 
that was on its way to the company in the 
normal course of business. Only when 
Westland sought the help of Mr Leon 
Brittan at the Department of Trade and 
Industry did Mr Heseltine, at the indus- 
try secretary's urging, intervene to un- 
block the delayed £6m. Mr Heseltine, in 
his resignation speech last week, claimed 
sole credit for releasing the cash. 





tors: second place last time, with at least 
30% of the vote). In 1983, the Liberals 
polled only 18.2%, much less than La 
bour’s second-place vote of 34%. M 
Stevens polled 46.2%. But the Liberals 
improved by over 9% on their 1979 
showing, and they hold the balance of 
power on Hammersmith and Fulham bor- 
ough council—though their main strength 
is in Hammersmith not Fulham. The 
Alliance’s main hope, however, is their 
consistent record of polling better at by- 
elections than they do in opinion polls. 
The Alliance’s national carve-up of 
constituencies has assigned the seat this 
time to the Social Democrats. Local Lib- 
erals are likely to endorse that decision in 
a ballot this week. All Alliance members 
will then take part in a “joint closed” 
selection, at which they will vote for a 
shortlist of SDP candidates. Labour's can- 
didate has already been selected; he is Mr 
Nick Raynsford, well-known in London 
for his campaigns on housing rights. If 
Labour’s recent by-election record were 
not so poor, it would be fairly confident 
of winning the seat, which it held until 
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9 “stil has ny 
wo ageless neighbourhoods; its 12% 
black population is likely to vote Labour. 
¿A local BBC Marplan poll puts Labour 
ahead. 
~ The seat matters to Labour because if 


the party cannot win inner-city seats such . 


as this at a general election, it will hardly 
dent Mrs Thatcher's majority. It matters 


` to the Alliance, because it has had a quiet — 
autumn. The latest nationwide MORI poll 


‘in the London Standard (Labour 38%, 
Tory 33%, Alliance 28%) suggests that 


“The pound under. pressure, i interest rates 
rising: a government in political trouble 
can expect.no relief from: the financial 
markets: The past month has brought 
lower 


ber, reversing the decline cof the 
previous three months. The economy 
may still grow by around 21% this year, 
with inflation dropping to around 4%. 
But 
hopes for tax cuts and. lower interest 
ate slip- 


_est rates rising any further. That steadied 


the markets for a while; but raised bigger _ 
questions about the government's strate- 


gy. Last year Mr Lawson dumped his 
target for sterling M3, the most closely- 
watched measure of the money supply, 


saying it had become increasingly mis-_ 


leading. In its place he put an informal 

exchange-rate target, believed to be a 
range . of 
: This week, the pound 


ew policy s cruder than the old. 

xchange rate has become not just 

an indicator of monetary conditions, but 

a weapon to curb inflation directly. A 

< strong. pound squeezes companies, 
which then find it harder to pay big wage 


But this implies that if sterling © 


r reasons which have nothing 
H ry growth and infla- 


prices or the mishan- 
d affair, the govern- 
ment may still be forced to raise interest ; 


dling of the 


rates. 


_ If sterling’s weakness reflected. genu- : 


| prices, dearer money and a 
5,000 increase in unemployment in De~ 


the government's vote-winning . 


78-84 for. Sterling's. trade- 


“Labour has benefited more than the Alli- 


ance from the cabinet bloodletting over 
Westland. This does not mean that the 
Alliance is in serious trouble—indeed, a 
later poll by Gallup put the Alliance 
ahead of both Labour and the Tories, 
with 35%. So the Alliance can be quite 
pleased with itself; it started 1985 at about 


25% inthe polls, and has edged up. But 


there are still Liberals who think that 


> their leader, Mr: David: Steel, has been: 
too tentative in his pursuit of floating | 
; voters, and Social Democrats who think. 


ures; they have been demanding an ‘‘un- 
certainty premium” on sterling. One way 


“ to reduce that premium would be to join 


the European Monetary System (EMS), 
effectively tying Britain's monetary poli» 
cy to that of the Bundesbank. 

. Within the EMS the government should 
be able: to defend any given level of 
sterling at lower interest rates. Last week 
“would. have been‘an ideal time to join, 
when the pound touched a low of 
DM3.50—a rate with which British in- 
dustry would probably be happy. Watch 
‘out for another ‘window in the spring. 
when the-seasonal drop in-oil demand 
could send jitters through the currency 
markets. 


What price sterling? 

To the extent that sterling's slide reflects 
cheaper oil rather than loose money, it 
needs a: different response. A lower oil 
price both. justifies ‘and requires.a lower 
pound. Cheaper oil will offset the infla- 
-tionary impact of sterling’s depreciation. 


price at the same time as a 3-4% decline” 
in sterling would be broadly neutral for ` 


_ the retail-price index. More important, a 


dropin the oil price reduces Britain’s 
trade surplus in oil. To compensate. the 
non-oil deficit must decline—and the” 


> surest way for that to happen is through a 
= fallin sterling’s real exchange rate. The 


to encourage constituency activism 
kind that is vital if he wants a 
political party that will win by-ele 

One augury for Labour: at a by-elec: 
tion in Fulham in 1933, Liberal 
helped it overturn a 14 ,000 Conse: 
majority. And one warning for the 
ance’s. sometimes close-to-the-wind by 
election teams: the Labour ‘success. 
years ago was attributed by The Eco, 
mist to the backfiring of a smear 
paign against its candidate. 


2 best: route would be via a slower rise: 


s unit labour costs compared wi 


those of its trading partners; the mo 
likely way would be a fall in the nominal. 


exchange rate. 

Oil prices have fallen by 18% since 
January 1985, yet sterling’s real effective 
exchange rate has appreciated by 14%. 
Manufacturers are already feeling the 
loss. of competitiveness. Britain's im- 
ports amufactures are likely to rise at 
least twice as fast as exports in 1986, and 
many economists expect the current ac- 
count fo swing into deficit next year. 
This is worrying for an economy with a. 
£7-billion-a-year oil surplus, that is. ex- 
pected to disappear during the next 
decade. 

Sterling's rate. against the D-mark 
(West Germany being an oi! importer) 


has almost always tracked’ the spot oil 
» price fairly well (see chart). The excep- - 
tions have occurred when British interest 


rates have risen sharply, as in late 1981 


and early 1985. 


If the government really believes in 
floating exchange rates, it should accept 


a . that the pound can float down as well as 
“Asa rule of thumb, a 10% fall in the oil 


up: in which case, lower oil prices are the 
best.reason for letting the pound slide. 


But if the Treasury prefers the pound to 
ibe stable, it should pop it in the EMS and 


get the market's confidence at lower 
rates of interest. At the moment, the 
government is choosing neither of these 
options~-and thus getting the worst of 


“both worlds. 


: Oil prices, sterling and real interest rates. . 


46 


7 DM/£ 
\ Sterling against D-mark =» aig 


ine concern about too much monetary [ 


growth and inflation, as was the case a 
year. ago, then higher interest. rates 
‘ould be a good thing. But now inflation 

is clearly slowing down. Industry’ s raw 
material costs fell by 6.1% in the year to 
“December, the biggest decline since the 
1950s. Besides, real interest rates of 
‘almost 8% look like tight money. not 
“Tax. 
¿1X Even so, the markets distrust Mr Law- 
's dumping of monetary targets and 
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1981 82 83 84 85 86 


Sources. Oatastreany, Department of Trade and Industry 


1981 83 84 Bo. 86 
*Gased on relative Unit labour costs 
13-menth interbank minus consumer price inflation 







































“| am delighted for the eighth BUILDING MOMENTUM 
- successive time, to be able to announce FOR GROWTH 


G as cantly improved rformance fo ert eeann 
ail í nee i Bells, with only a 5 weeks showing 


Profits br the year: ended 30th in the past year, contributed £1.9m profit. 
September 1985 are a record £86.1m: an In Retailing, where we now have 
increaée of 22% over thé previous year ~ over 1100 stores, we've increased profits 
_ Weve achieved thi partly thanks to: from £5.5mto 2 yery significant £13.8m. 


ven greater popularity o our most famous GOOD FOR SHAREHOLDERS 
brand. The most distinctive beer therei. — <-> 
Our twin strategy of good manage- 


In the UK alone, sales of draught 7 
Guinness (supported by the Genius Rar for financial performance today and 
-advertising campaign) increased at twice rapid exploitation of growth opportunities 
E. "dhe vate of lager -for significant business tomorrow is good 

for shareholders. Earnings per stock unit 

have increased 21%, and the proposed 
net dividend is increased by 12% to a 
-record 7.2p. | 
| ‘Since September 1981, the eg 
pany’s shareprice has increased sixfold, and 
its market capitalisation tenfold. 
In short, Guinness PLC is a dynamic 
"consumer products and services company, 
set for exciting future growth. 

I look forward to being able to report 
next year with even better figures” 


ERNEST W. SAUNDERS Chief Executive 







































_ Earnings per 25p stock unit 


























LI 1383 a 


on pplied our r management 
ty in four 





ence ae Health bce. and Publishing, 
And weve acquired several more 

- famous brands, each having great potential. 

A Such as Bell’s, Cranks, Gleneagles 4 hess 
-and Champneys. Guinness is good for shareholders 


GUINNESS, HARP KALIBER, BELLS, MARTIN'S, RS MeCOLL, 
RG DRUMMOND, 7-ELEVEN, HEDIARD; CHAMPNEYS, 
GLENEAGLES, CRANKS, NATURE'S BEST. 
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Another Monday morning at Broad- 
water Farm. Five homes are raided by 
the police; two young policemen stand 
for 20 minutes outside the offices of the 
‘a Youth Association, reading the litera- 
ture in its windows. Across the way, the 
local office of Haringey borough council 
deals with the problems that go with 
running any big estate—repairs, lettings, 
rent arrears. And the community tries to 
grope its way back to normality. 

On October 6th last year, this north 
London estate of 1,100 homes was the 
scene of some of Britain's worst urban 
violence, in which one policeman was 
killed. Most of the rioting youngsters 
were black, but not all—a quarter of 
those charged with offences since the riot 
are white. 

Now, those who work on the estate 
are worried about what might happen 
when the first cases from the riot are 
brought into court in the next few weeks. 
More than 200 people have been arrest- 
ed so far. Some think that relations 
between youngsters and police are a 
powder keg waiting for a spark. They say 
that the danger is that the youngsters 
might lose faith in the leadership of the 
estate’s Youth Association, or become 
far more extreme than Haringey’s black 
politicians, or (even more frightening) 
fall under the sway of local black ex- 
soldiers. 

The main problem is to improve the 
| links between the police, politicians and 
= | much of the community. A report by the 
deputy assistant commissioner of the 
local police to a police/community con- 
| sultative group (which Haringey council 
has boycotted) shows that many police- 
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. National Health Service 
Contracted in 


_ Six months ago Britain’s private cleaning 
firms were patting themselves on the 
_ back. The government’s plan to put Na- 
tional Health Service (NHs) cleaning out 
to tender—tletting private firms bid 
_ against the NHS workforce for the job of 
cleaning hospitals—was going swimming- 
__ ly. The private sector was winning 70% of 
_ the contracts. 
But at that stage only 112 of the 2,000 
available hospital contracts had been 
= awarded. In the past six months, over 
_ 90% of the contracts have been won in- 
= house. Private firms now have only a 
third of the business—84 of the 226 
_ tenders settled. In-house contracts have, 
_ in fact, saved almost half of the £23m a 
_ year raised by the exercise so far. 

=~ The Contract Cleaning and Mainte- 
mance Association, which represents the 
= private cleaners, is angry. It has long 
















_| Uneasy peace on the Farm 


men are angry at the position they were 
placed in during the October riot. Re- 
marks after the riot by Mr Bernie Grant, 
the black leader of Haringey council 
(“they got a good hiding”) outraged 
policemen. In turn, the report attempts 
to build up a picture of a pre-planned riot 
by, for example, speaking of “allegations 
that some basement garage areas on the 
estate had been flooded with petrol with 
the alleged purpose of use in the event of 
an incursion by police”. Some local poli- 
ticians see it as scaremongering based on 
hearsay. 

Broadwater Farm itself has had a 





Where violence bred 





complained that health authorities are 
rigging the tendering rules in favour of in- 
house bids. Last week health authorities 
got new “guidance” on how to tender. 
The advice—in a confidential letter to the 
14 regional health authority chairmen in 
England and Wales from Mr Victor 
Paige, the head of the NHS’s management 
board—asks regions to watch when hos- 
pitals put out tenders and to follow up 
complaints, repeating the whole exercise 
if necessary. Health authorities, it adds, 
have been asking for too much informa- 
tion. Firms should be given at least eight 
weeks to complete tenders. Companies 
should be given detailed costings of the 
winning tender. 

The private cleaners’ association is now 
writing to all health authorities who have 
awarded contracts in-house, asking for 
details of the tendering process and the 
savings achieved. Health authorities do 
not see why they should answer. The 
association says that, unless authorities 
stick to the rules, firms will take their 
business elsewhere. One, Reckitt Clean- 
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than half those charged with offences 


during the October riot- live on the 
estate. Rebuilding life on the Farm has 
been helped by the foundation laid by 
Haringey council over the past three 
years, and by the Department bf the 
Environment's priority estates project. 
Haringey has made a big effort to im- 
prove its management of the estate. The 
borough’s services are now run from an 
office in the shopping centre; residents 
(some 60% of the community receives 
supplementary benefit) no longer have 
to trek to the civic centre a mile away. 
The Youth Association, guided by a 
remarkable black woman, Mrs Dolly 
Kiffin, has started a co-operative hair- 
dressing salon and launderette. Other 
shops may follow: the association is now 
working on a plan for training opportuni- 
ties and jobs on the estate. There is a 
cheering degree of pride in the estate; 
the caretakers had it cleaned up within 
24 hours of the riot; local residents have 
reacted angrily to suggestions that it * 
should be demolished. Though 100 ap- 
plications for transfers have been re- 
ceived since October, that number is 
much less than many had originally 
feared. 

But the peace is fragile. A Fraud 
Squad investigation of the Youth Associ- 
ation has caused resentment. The envi- 
ronment department is unhappy with the 
speed at which it is likely to progress. 
Internal documents of that department 
say the police may “play it long”, thus 
jeopardising the viability of community 


„projects planned to be run by the associ- 


ation. Meanwhile, as a result of the 
investigation, the Greater London 
Council has frozen some of its own 
financial support for projects on the 
estate. 


ing Services, has already decided to with- 
draw from all tenders for the time being. m, 
Others are going only for the more lucra: 
tive jobs. Some firms are failing to submit 
tenders after agreeing to do so, so that 
there is little or no competition against 
the in-house bid. 


Freedom of information 


Which information, 
whose freedom? 


For two days this week Mr Des Wilson, 
president-elect of the Liberal Party, and 
his all-party Campaign for Freedom of 
Information, threw a tongue-in-cheek 
seventy-fifth birthday party for Section 2 
of Britain’s Official Secrets Act. The 
guests included Mr Neil Kinnock and Mr 
David Steel, both of whom promised to 
deliver a Freedom of Information Act 
(FOIA), once they had won the next gener- 
al election, as well as Mr Clive Ponting,” 
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ily 
eee under ‘Section 2. Messrs He- 


the ke nt leaders to endorse a Sine 
¿ic draft. That is where the trouble begins, 






















sing the Ame 


copy of the memorandum of under- . 
anding on British participation in star . 
wars research. In Britain that memoran- ; 


dum i is an official secret. 
_ The public has a right to know, but to 
: know what? Any draft Foia presents two 
problems to the campaign, because of the 
© broad ideological sweep of its following: 
The campaign’s greatest coup has been 
winning over the civil servants’ unions; 
especially the First Division Association, 
othe mandarins’ union. But the ‘price has 
a been a concession: those sections of poli- 





















cy documents containing civil servants’ 


advice to ministers would be exempt from 
<< disclosure: That might mean throwing the 
baby out with the bath water: it would be 





‘o These days, according to Mr Wilson, 
everybody except Mrs Thatcher and her 
‘ministers accepts that Section 2 should be 
scrapped and a FOIA introduced. There is 
nod Py that such a law would pte a useful, 


‘of the executive than Britain's. 
would: British judges assess the national 





documents and easier not to disclose 
them at all. 

Civil servants want their advice ex- 
empted from disclosure to protect their 
role as impersonal government servants. 
Cynics say they want to avoid potential 
embarrassment just like their cabinet 
bosses. They suggest that when the bill is 
introduced in real (as opposed to gesture) 
politics, the’campaign will drop that ex- 


emption, and the civil servants too. 


‘Secondly, who is to decide which parts 


of policy documents should remain classi- 
‘fied? Mr Wilson says that this question 


will be resolved by a clause similar to one 
in the. American FOIA ensuring judicial 
review for any individual whose request 


for. official information is denied. But 


America’s judiciary is more independent 
How 


interest? Supporters of the campaign ad- 
mit that the judge in the Ponting case 
instructed the jury that it was for the 


! government of the day to determine the 


national interest. “Anyway, judicial re- 
view is where we lose Labour” 


left wing-of the campaign will oppose any 
extension of the powers of the judiciary. 
A change of government ‘would proba- 
bly bring promisés-of a FOIA—and thena 
fierce struggle over what it should say. 


PUBLIC EXPENDITURE 








` Bach year, when the Thatcher govern- 
¿ment has published its plans for future 
` public expenditure, it has tried to” 





ast, been set on a downward path. 
ar, the sceptics have been proved 
pl The government has talked tough 
jut spent freely. This year, once again, 
the annual spending white paper has been 
hailed as the corner turned. Is it? 

The Treasury is as sure'as it can ever be 
that it will meet its planning total of 
£134.2 billion when the outturn ‘of this 
year’s. spending is known. In 1986-87, the 
planning’ total is £139.1 billion, for 1987- 
it is £143, 9 billion, and for 1288-07. 
























wade a sceptical world that its spending 


- Tomorrow’s bills, today 


3. 6%, 3.5% and3,3% in each year, when 
retail | prices are expected to rise by 4.5%, 


3.5% and 3% respectively. Hence the 
> Treasury’s claim that it has turned the 


corner; public expenditure in real terms 


will be alittle less this year than last, and 


less still in 1986-87. 

Will it? If £1 billion is cut from the 
1985-86 total for the effects of the coal 
strike, and proceeds from privatisation 
are ignored, as they should be, the plans 
provide for a real increase of 1.4% in 
1986-87 over 1985-86. The Treasury 
might say that is nit-picking, and it might 
be right—the proportion of GDP attribut- 
ed to public spending is likely to fall, from 
44.5% (including privatisation proceeds) 


difficult to edit the opinion out of policy 


i ; , said one: 
campaign officer, who believes that the: 


“The corner, perhaps 



















in 1 1985-86 to 41% in 1988-89, 
That is one indication of the impact 
the government’s spending plans. 
economy. Other thoughts in mini 
collective mind can be gleaned fri 
economic. assumptions underlying ‘fo: 
casts ‘of social security benefits.. 
project an average unemployment total 
1986-87 of 3m—not a forecast, be it saic 
but still a bit of a punt, given: tor 
figure ‘of 3.1m in Great Britain. 

“As for presentation, a quarter of 
century after Lord ‘Plowden’s report 
public expenditure, the white par 
volumes, and 434 pages of it) now colle 
in one place most of what one needs t 
know about the intended spending o 
government. It is not perfect, and ne 
will be. It includes (see chart below) 
“other” public expenditure, the cost 
tax allowances—although, as figures. 
individual allowances: canfiot be add 
together; they are hard to use. Tho 
this year’s paper claims that ‘more inf 
mation is provided on value for mon 
the same departments as ever (heal 
employment) are good on output | 
sures, the same as ever (the Lord Ch 
cellor’s Department, energy) are poo 

One change will make things le 
to understand, though. it makes go 
sense for administrators. This is the 
to control departmental running costs 
pay. and equipment—instead of ‘the p. 











































Givingit away 


| Mainincome tax allowances 
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BRITAIN 


and numbers of civil servants. The in- 
crease in running costs in 1986-87 is 
expected to be 5.8%, but the Treasury 
says that no conclusions can be drawn for 
intended levels of public-sector pay. 


Local government: not extravagant 
Among the least convincing sets of figures 
are those for local authorities. They suffer 
from the same weakness as those for 
public-sector pay used to have: they are 
both a forecast and a central-government 
target. 

A year ago, Whitehall reckoned local 
authorities’ current spending in Great 
Britain in the present fiscal year, 1985-86, 
would be £29.5 billion. Today, it puts the 
outturn at £30.9 billion, 44% too high. A 
bad overrun? No. That outturn is just 3% 
above the real-world figure of the year 
before; much less than the rise in prices 
(let alone the 7% rise—net of state indus- 
tries—in central government spending). 

Unabashed, the new white paper sol- 
emnly forecasts a miracle: 1986-87 spend- 
ing will be effectively unchanged from 
1985-86. This time, the real-world out- 
turn probably will not be 45% “too high”: 
inflation is lower, management is improv- 
ing—the Audit Commission last week 
brought out another how-to-do-it booklet 
of good examples—and £33 billion of 
spending will be forced within Whitehall’s 
limits by ratecapping and the abolition of 
the metropolitan councils. But there will 
still be an “overspend” for ministers to 
wave at local councillors. 

The numbers for the capital account 
are even less convincing. In 1984-85, local 
authorities “overspent™ nearly £1 billion, 
about one fifth of Whitehall’s (gross) 
spending target for them. So late in that 
year the then environment secretary, Mr 
Patrick Jenkin, slashed the proportion of 
their own capital receipts that they are 
allowed to spend. Since central govern- 
ment also controls the amount they can 
borrow, that was supposed to bring them 
to heel. It has not done—yet. In 1985-86 
they are still overspending by about 
£800m. And in 1986-87? 


Myth and reality 


Current spending of 
local authorities in Britain 
oo? 


a 
1983 «Year of projection 


=— Outturn 
Projection 


— na de L. 
84-85 85-86est 86-87 





1982-83 83°84 





Housing: still falling down 

Experts say that Britain’s shrinking stock 
of council houses needs at least £20 billion 
to put it in good repair. It will plainly have 
to wait. The white paper reveals—ob- 
scurely—that gross spending on public- 
sector housing in 1985-86 was some 7% 
below the level of the year before, and, 
more clearly, that the 1986-87 spend is 
meant to be much the same. 

Capital spending has in fact been fall- 
ing: English local authorities spent about 
£2 billion gross in 1984-85, and are spend- 
ing about £1.75 billion in the present 
fiscal year. The proportion going on re- 
pairs is rising, but the absolute figures are 
down too: about £1.25 billion previously, 
£1.1 billion now. “Current” repairs and 
maintenance—there is no clear distinc- 
tion—add another £1.25 billion or so. 

The scale of the switch to market forces 
to meet housing needs under the Thatch- 
er government is shown by two figures. In 
1979-80 (under Mrs Thatcher, but as a 
result of Labour policies) the state forked 
out £5.7 billion, net of capital receipts, on 
housing; in 1988-89, this week’s fore- 
cast—in cash terms, despite inflation in 
the meanwhile—is for £4 billion. Mean- 
while mortgage interest relief will cost the 
government £4.8 billion or so this year. 


Social security: holding the line 

Social security, the biggest single pro- 
gramme, squeaks in at just under 31% of 
planned public spending this year, but in 
1986-87 it is supposed to stop the inexora- 
ble rise as a proportion of the total which 
it has shown in the recent past. While in 
recent years spending on non-contribu- 
tory benefits, like child benefit and 
means-tested help, has risen faster than 
spending on national-insurance contribu- 
tory benefits, that is expected to be re- 
versed in the years ahead. 

Child benefit, the third largest benefit. 
is not expected to increase in cash terms 
between 1987-88 and 1988-89. This is a 
reflection partly of the continued decline 
in the number of children. and partly of 
the government’s desire to concentrate 
help for families on the poorest. And 
because the numbers out of work in Great 
Britain are assumed to be about 3m, there 
will be a slower rise in benefits paid to the 
unemployed, which doubled in real terms 
between 1980-81 and 1985-86, and which 
accounted for over a quarter of the 30% 
rise in the real cost of the social security 
programme over that period. 

The number of claimants of several 
benefits has risen rapidly. Invalidity ben- 
efit, now the subject of a special research 
project by the Department of Health and 
Social Security, was claimed by 40% 
more people in 1985-86 than in 1980-81; 
and the number of people drawing 
means-tested family income supplement 





Cash-limited 
has more than doubled. 


Defence: now the lean years 

That other big-spending department, de- 
fence, is in for a lean times. After seven 
fat years during which Britain had a 
NATO commitment to increase its de- 
fence spending by 3% a year in real 
terms, the government has given up try- 
ing to fulfil its pledge. Although Mr 
Heseltine said last year that it was going 
to happen, this white paper contains the 
latest figures on just what defence out- 
lays are planned next year: £18.5 billion, 
a paltry increase of some £300m over 
this year’s total, and one that will not 
compensate for inflation. 


Employment: teacher’s pet 

No argument over which government 
department has been the growth industry 
of the Thatcher years. The Department of 
Employment has seen the biggest per- 
centage increase in spending (67% in real 
terms since 1978-79, to £3.4 billion in the 
current financial year). Between now and 
1988-89. while government spending 
overall will be just about flat, the employ- 
ment budget is expected to rise by a 
further 7.3%. Next year, and those fol- 
lowing, will bring boosts for the commu- 
nity programme (whose slower-than-ex- 
pected take-up rate has led to a shortfall 
in the department's spending this year); 
the enterprise allowance scheme for small 
business start-ups; and the promotion of 
tourism, a task the department has re- 
cently taken on. 

The white paper is at pains to point out 
that, according to the government's val- 
ue-for-money criteria. the department 
has earned its privileged position. Job- 
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Once upon a time, if you asked a 
businessman for his view of Corby (if any), 
he was fairly likely to say ‘steel’, or 
something to that effect. A truly well- 
informed businessman might have gone 
one word further: ‘steel closures’. In fact, 
the gap between the two, which succinctly 
described what made Corby a singularly 
attractive package for footloose investment, 
has now changed the town, and perceptions 
of it, so greatly that the steel hangover is no 
longer even a slight headache. 

It looked like a fatal blow when steel, 
after bringing massive investment to the 
once tiny village of Corby in post-war 
years, and creating in the process one of the 
first New Towns, was forced to abandon 
actual steel-making there in the 1980s, 
throwing 5,500 people onto the tiny labour 
market. But, although that was hardly the 
idea, steel thus ensured that Corby would 
retain all the government goodies which, so 
politicians hope, will make the rough places 
of unemployment smooth. 

The way in which this bounty has 
been used means that, today, the business- 
man who takes his prospect of Corby from 
a close, accurate vantage point will see a 
place that in many key respects is far from 
down-trodden. Apart from everything else, 
the town has exploited the fact that it sits on 
the Midlands-South axis, which is the 
strategic centre of the economy in general 
and its distribution system in particular. 


300 NEW EMPLOYERS 

Couple that with the infrastructure 
created in a successful industrial past, and 
with a labour reservoir full of skills and 
Scots, and you can see, along with the 
viewing businessman, precisely why Corby 
regularly receives over 200 enquiries from 
interested business parties each month: 
and why in the last six years 300 new 
employers have come into the area. 

After all, Corby was selected as the 
first Enterprise Zone in England, opened 
for business on 22nd June, 1981, with due 
pomp and ceremony. And being Zoned in 
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asks Robert Heller 


this way is the ultimate accolade in the 
development world. 

Exemption from rates, 100% corpor- 
ation and income tax allowances on capital 
spending on buildings, no industrial 
development certificates, greatly simplified 
planning, even (and this must really have 
hurt the civil servants) a promise that 
‘Government requests for statistical infor- 
mation will be reduced’. 


BLESSINGS 

The 280 acres in the Zone, moreover, 

were only one aspect of the blessings 
(relatively speaking) that government, and 
not just the British government, was (and 
is) willing to shower on Corby heads. 
That’s fortunate, since rapid take-up of 
sites in the Zone means that, although 
factories for lease abound, sites are now 
becoming scarce. But land in plenty is 
available nearby, so the development 
momentum shouldn’t be lost—especially 
since the town seems to be as thick with 
other financial incentives as its country 
approaches, in due season, are with 
poppies. With the Department of Trade 
and Industry, the European Coal and Steel 
Community and the British Steel Corpora- 
tion all weighing in, that mythical view- 
ing businessman mentioned above 
would have to be some kind of perverse 
genius not to attract some variety of public 


But it’s a critical foundation of 
management theory, as it applies to 
location, that you go for the place, not the 
perks—or even the parks. In the short term, 
the place must have an appropriate labour 
supply and an appropriate position in 
relation to the key markets. In the long 
term, it must offer an incoming business a 
viable future. 

The two obviously inter-relate. It’s 
perfectly clear that, while today’s 5,000 
strong labour supply is all too ample, it 
won't (even with the large catchment area 
around Corby) allow another employer of 
anything like the size of BSC. Even with its 
steel-making closed, the steel corporation 


on management, 
is published by Sedgwick part 


needs nearly 3,000 people to make tubes at ~ 
Corby (where it has invested heavily in new 
slitting facilities). In the race to be the next - 
largest employer, new boys RS Components, 
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the electronics components distributors, are | 


with 1,200 employees an easy winner—with 
Corby veterans Golden Wonder and Avon 
and new boys Hunters Foods competing for 
second place. 


CENTRAL POSITION | 
Corby has become a centre of micro- 
electronics and new-fangled technology in 


its latest phase. The earlier trend towards | 


f 
| 
a 
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food and distribution has also prospered, | 


the latter two being to some extent synony- 


mous, since Corby’s highly central position | 


on the distributive map is what has primarily 
attracted the food manufacturers. 


In the 1990s, in consequence of all | 
this, Corby will view the steel redundancies | 
as sad but extremely remote events of j 
bygone days. In fact, 1991 sees the end of 
the initial period for the Enterprise Zone | 


experiment—and if the Zone idea is not- 
then still working as well as it is in Corby at 


present, it’s hard to see how it can be | 
prospering anywhere else. Good as Corby’s | 
communications and facilities are now, they | 


will be better in 1991 (there’s even the basis — 


for a substantial airport). So there’s every | 
asked 


chance, that the 1990s businessman, 


for his view of Corby, will have, not an i 
inkling of steel, but a vision of new f 


technology, growth and opportunity. 


This article is the first of a series. They will | 


be published together as a brochure entitled | 


The Ecorbyist. Copies will be available from | — 


Corby Industrial Development Centre, Douglas | 


House, Queens Square, Corby, Northants. 





BRITAIN 


centres have brought down the average 
cost of getting somebody a job from £96 
in 1981-82 to £59 this year; the communi- 
ty programme, which sets the long-term 
unemployed to work on various worthy 
projects, now costs a net £1,900 per 
worker, against £2,200 last year. Howev- 
er, another favoured and growing pro- 
gramme, the Youth Training Scheme, 
does less well; the gross cost of a place on 
that for a year has crept up marginally, to 
£2,700. The department's hope that em- 
ployers will be persuaded to bear a bigger 
share of such costs has yet to be realised. 
It is on that hope that a 25% expansion in 
the numbers going through adult training, 
to 250,000 next year, is said to be achiev- 
able without any extra cost. 


Education: teachers fret 

The white paper's section on education, 
like all things educational of late, is 
dominated by the teachers’ pay dispute. 
The government has taken another op- 
portunity to press home its message that 
educational advance depends on reining 
in costs, 60% of which are accounted for 
by teachers’ pay. The white paper allows 
for a 5.8% increase in 1986-87 in local 
authorities’ current expenditure on edu- 
cation. But, it says pointedly, “the level 
of service that will result will depend on 
the ability . . . to contain costs and man- 
age resources, in line with the Govern- 
ment’s objectives, to the maximum edu- 
cational benefit of pupils and students”. 
In other words, blame higher teachers’ 
pay if the new laboratory does not get 
built. 

On the emotive issue of pupil/teacher 
ratios, the same formula is used. Yes, 
falling rolls should allow “a further mod- 
est improvement” on the current ratio of 
17.7 (down from 18.6 in 1980-81), “but 
the actual number of teachers who can be 


X 
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The old cost more to care for 
48 


employed consistently with the plans will 
depend on changes in the cost of employ- 
ing staff”. 

Against this background, the govern- 
ment would rather spend money directly 
on education than allow local authorities 
to get their hands on it. Hence the 
increase in spending on education sup- 
port grants, to £28m next year, on pro- 
jects deemed by the government to be 
important. Hence also the continuing 
priority attached to special grants for 
training teachers already in service. The 
new 16-plus examination (GCSE) will 
mean there will be extra spending of this 
kind. 


Health: hard going 
The National Health Service (NHS) and 
personal social services are expected to 
cost £17.7 billion in 1986-87. Spending on 
the largest chunk—the current costs of 
the hospital and community health ser- 
vices—is planned to go up by 6.7% (2.2 
percentage points above forecast infla- 
tion). Out of that, local health authorities 
will have to try to keep up with the rising 
costs of medical equipment and pay (di- 
rectly employed staff eat up three quar- 
ters of hospitals’ spending money), It will 
also have to cope with the growing num- 
ber of elderly (an over-75-year-old costs 
the NHS nearly eight times as much as 
somebody between the ages of 16 and 
64), and “improve services”. Some extra 
allocations are made for fighting drug 
abuse and AIDS—which gets £6m in 1986- 
87, just a bit less than the amount which 
the city of San Francisco will spend in the 
same period. 
Spending on 


family practitioners 


(which is not cash-limited) is expected to 
go up by £250m in 1986-87, with the rise 
slowing a little in the next few years. 
Nearly 10% of the cost of this care is paid 





Care to bet? 


Twist the straw in your hair, plant your 
feet firmly on the good earth and now 
make some sense of all this: 

1. The EEC farm policy is meant to 
provide stability for farmers. 

2. The Ministry of Agriculture (MAFF) in 
its annual review this week calculates 
that British farm-incomes—admittedly, 
the small difference between two large 
totals—fell by 43% in 1985, after rising 
by 35% the year before. 

3. At around £112 a tonne, the price of 
feed-wheat this week was £8 lower than 
in January 1984. 

4. Filthy weather cut last year’s grain 
harvest by 4.3m tonnes, ie 15%. 

5. Last year’s grain harvest was the 
second highest in British history. 

6. Ten years ago, Britain held no stocks 
of surplus EEC (but British-grown) “in- 
tervention” grain at all. Five years ago 
stocks of intervention grain totalled 
about 350,000 tonnes. This week’s figure 
was 6.2m tonnes. 

7. In the current fiscal year, the govern- 
ment will spend £1.9 billion to support 
EEC farm policy. About £1.7 billion of it 
will be to buy up surpluses. 

8. That is nearly three times what the 
government spent five years ago. 

9. But from now on, says MAFF—and the 
Treasury presumably believes it, or 
would they reprint the stuff?—spending 
on EEC farm policy will go down. 





by patients directly, via charges (for ex- 
ample, for prescriptions). These charges 
will go up, says the white paper, but it 
does not say by how much. 


Home affairs: bricks, not people 
Three-quarters of central government 
spending in the home secretary’s fief (in 
total about £854m in 1985-86 and expect- 
ed to rise to £938m, in 1986-87) goes on 
prisons. Much more will be spent on them 
next year. Five new prisons are being 
built now and another eight are on the 
drawing board. The prison population, 
which has been around 43,600 since 1981- 
82, is now rising and is expected to be well 
over 50,000 by 1989. 

Petty offenders are coming out on 
parole earlier than they used to, and 
spending on probation and after-care 
generally will therefore rocket. The 
Home Office’s spending on civil defence 
is in for a sudden rise: up 60% to £48m in 
1986-87. Is it expecting an invasion? It 
says the increase is merely due to the fact 
that responsibility for the country’s emer- 
gency-communications network, for use 
in Armageddon or possibly something 
milder, is being transferred from the 
Department of Trade and Industry to the 
Home Office. 
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Gerhard Stoltenberg, the West Colombia “temporarily” nationalised | China, a founder member of the 
German finance minister, said that Banco de Colombia, the country's GATT, wants to rejoin. 
| the G-5 meeting of the five biggest biggest commercial bank, to save it 
_ industrial nations in London should from collapse. Siemens of West Germany and 
-Spring no surprises: there will notbe |. America’s GTE are to join in 
: a campaign to push down the dollar, Roger Fauroux, the boss of Saint- developing telecommunications 
as happened at the last G-S meeting | Gobain, will be the first businessman | switching equipment. 
_ in September 1985. to head France's elite civil-service | 
| training-school, the Ecole Nationale | The Polish government approved a | 
; Ghana devalued its currericy. bye ae d'Administration. bill encouraging Western investment. 
third to help ppe and hind a : 
blac ed 





The trial:began in Frankfurt of former 
top men of Schröder, Minchmeyer, | 
| Hengst; a West German bank which 
x | nearly collapsed two years ago. 


The chairman of Rhéne-Poulenc, 
the French state-owned chemicals : 
ee T , ; e : ig group, said he favoured plans to sell 
Sir Patrick ‘Neill, vice chancellor of : is eee 15-20% of the company, mostly to its 
Oxford University, will lead the much- ow employees. 
ngeded government inquiry into the _The upward.trend of British farm 
A regulation of Lloyd's of London ihe’ _| incomes in 1984 was reversed by a. | Kenneth Oshman, founder of Rolm 
in urance market, 5 o 43% fall in 1985 to £1.15 bilion— „Corp, the telecommunications 
_ | their lowest level in real terms since | ‘company bought by im in 1984, quit 
he EEC is retaliating against <o f Britain joined the EEC: = as president of the ‘company. 
| American restrictions on steel =- 
: imports (estimated annual value: Management shake-ups continue at A Paris court ruled that Robert 
$50m) with its own quotas on E. F. Hutton, a Wall Street Hersant, a right-of-centre press 
. American fertilisers, paper and brokerage house, which has baron who-owns 40 publications : 
: hamburger grease. reorganised itself into personal- and including Le Figaro, can keep control | 
institutional-investor divisions. of the influential regional paper, Le > 
B.A.T Industries the British tobacco- x Progrès de Lyon—at least until the 
to-stores-to-insurance group, is With coffee prices recently at an elections in March. ed 
selling nearly half its American _ | eight-year high, African coffee mnanaa 
{retailing business, including Gimbels, | producers want export quotas under OE a a n 
the departeni-store chain, for about the 1983 International Coffee Economic and financial indicators © | 
: Agreement to be suspended. are on pages 91-92. 


Corporate scorecard — 











After downloading. a fifth of its stall (including co-founder Steven - 
Jobs), Apple made record profit on reduced sales. ; 
Natural is beautiful for this. small, fast-growing British cosmetics 
company. 

Despite big loan-loss provisions, higher fee income helped the 

: American bank to, raise profit after several flat years. 

`. Taking over Currys shops has beneihed | thes British high-street : 
retailer of electrical and photographic good: i 
More trouble for the American airline, = faces union conflict let 
and showed a fourth-quarter loss. : 
Results include. five weeks of Arthur Bell, the whisky distiller that 
Guinness took over in August for £360m. ; 
A big fourth-quarter increase in the American company's com- ` 
puter orders suggests the industry is recovering from its early- 
1985 slump. 


One fifth of the earnings of Japan's largest brokerage house is E 
now foreign-related, 


+10 London tourists gave Rocco Forte a good first year as head of his ; ; 
father's business. ; 



































-Year ended. H = Halt-year ended. Q= Quarter ended. "Converted at average exchange tates. “Based ontocal currency figures, t= Pre „tax profit- = Lossin previous period, 





INVESTMENT BANKING 
FOR THE NEW FINANCIAL AGE 


When ANZ Group decided to` with those of Capel-Cure Myers, a - 
develop internationally, it recognised leading London stockbroker to form _ 
the need to complement its global ANZ Merchant Bank Ltd 
commercial banking network with a ee, l , 
worldwide investment bank based out -Contact Chief Executive David 
of London. Poole for a brochure to find out more 

about our global reach and the extent 

Seizing the opportunity provided of the services offered to companies, 
by deregulation, it has combined the financial institutions and private- 
skills of a traditional merchant bank individuals. 


ANZ Corera MARKEDS 
ANZ Risk Phar EMENT AsnSysent ATIGA 


CUM Pinetree My ANNIE e 7 


ANZ MERCHANT BANK LIMITED | 


65 Holborn Viaduct, London, ECIA ZEU Tel 01-48) 


TOKYO HONG KONG - NEW YORK : 


Member of the AMM Group 
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: ony and JVC shoot from the 


shoulder 







Japan's consumer-électronics’ firms are 
fighting a new battle in their video war. 
The first, in 1977-83, was between rival 
types of videocassette recorder (VCR): 
“ony’s Beta versus the VHS format of 
_ apan Victor Company GVC) and its par- 
ent, Matsushita. VHS won—and account- 
ed for 88% of the 28m vcRs sold in 1985. 














The second battle, begun. by Sony last 
year, is now hotting up.» 
It is being fought with han 


d-held video- 
cum-recorders known as “cam- 
hese shoot video film which can 
je played back through a television. 
opes to dominate camcorders andso 
| arttorepel sales of ordinary VHS VCRs. At 
< the end of February, vc plans'a counter- 
. attack with the launch of a VHScamcorder 

that is lighter than Sony's, = 






> camera: 
corde 















: ‘in 









1984 





-ounted for nearly 45% of 
‘onsumer-electronics output and 


industry's exports. According to 











‘CRs and their components: make 





even that product was pooh-poohed. So 


| Moving their every tape 










Japa- 






Fleming, a Hongkong investment : 


TOKYO 


in America, Japan and Europe already 


have a VCR. Price competition has be» 
come fierce between more than 20 Japa- 
nese manufacturers and, since last year, 
four South Korean ones. 

So the industry is looking for its miracle 
pick-me-up. Sales. of televisions to China 
seemed the likely tonic in 1985, but that 
market has sickened.’ The ‘compact-disc 


“audio player is a newer possibility; but the 


market is still small.and profit margins are 
low. Home facsimile machines are a long- 
er shot. 

According to Mr. Michael. Connors, 
Jardine Fleming's research director, any 


product to fit the bill in the electronics 


industry must: offer a new (not a replace- 
ment) market; have a new function: be 
technically mature (they won't all have to 
be thrown away next year); be cheap; be 
sufficiently. standardised, so that more 
than one manufacturer promotes it; be 
familiar to distributors and consumers: 
and offer easy, passive entertainment. 
Camcorders: maybe the best answer: 


They made an unpromising debut be- 


cause models using half-inch tape were 


too bulky and expensive. When Eastman 


Kodak. in 1984 launched in America a 
camcorder (made by Matsushita) that 
used smaller cassettes of tape 8mm wide, 


Japan’s VCR production: ° 

as “of total Japanese 4 |. 
“consumer electronics sa} 
- production ik ge 










Japan's vcrexports: 
as % of total Japanese 
consumer 
electronics 
exports. 
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too, at first, was Sony's 8mm version, the. 
Video '8, launched in January 1985. Bu 
sales have started to take off fast enoug 
to embarrass the sceptics. T 
Tt-usually is a mistake to underestimat 
Sony, despite—or perhaps because of— 
its crushing defeat in half-inch vcrs. Th 
Sony Video 8 is smaller, lighter and mor 
attractively designed than either the. 
dak camera or half-inch ones; and i 
been backed by heavy advertising. N 
Francis Ford Coppola, the film director, 
reportedly swears by it rather thanat it 
and even dictates his memos on it. In 1984. 
total camcorder output was only 550,000 
units. In February to December 1985 
Sony sold 400,000 Video 8s, grabbing a 
quarter of a market that had grown to 
1.7m units. It plans to produce 1.5m 
the year to October 31 1986, the same 
its output of Beta VCRs. ae: 
There are two arguments against 8mm 
video as the industry’s next winner. On 
is that itis incompatible with the 100 
half-inch VCRs already sold. People wil 
not buy it if. they cannot send tape 
their latést holiday ‘in’ Burma to bo 
granny on her VCR; nor will they buy it 
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play pre-recorded tapes. So it might only 
replace half-inch sales rather than create 
a new market. The second argument 
against is that home movie-making is of 
restricted appeal, not passive enough for 
Mr Average. 

JVC, designer of the VHS format, is the 
main pessimist. It thinks camcorders will 
be a useful but not spectacular market 
and forecasts total sales this year of 2.5m- 
2.7m units—40% growth, but from a 
small base. Its strategy is to build on the 
100m VHs machines that will have been 
sold by the middle of 1986 and the 
abundant pre-recorded VHS tapes and so 
keep its camcorders compatible by stick- 
ing to the half-inch format. Imagine JVC's 
shock in December when Mr Toshihiko 
Yamashita, president of Matsushita, the 
world’s biggest consumer-electronics firm 
and which owns 50% of Jvc, told report- 
ers at a party that his firm would start 
selling 8mm camcorders in mid-1986. 

Mr Yamashita soon retracted the state- 
ment, saying Matsushita would wait and 
see. But his firm is under pressure from 
the chain of 26,000 shops in Japan that 
sell only its products. They see Sony’s 
Video 8 selling well while other consumer 
gadgets languish. Matsushita has long 
been known in Japan as Maneshita, or 
copy-cat, because it waits to see what 
Sony succeeds with and then floods the 
market with its own version. 

Only four firms now manufacture 8mm 
camcorders: Sony, Canon (the cameras- 
to-copiers firm), Hitachi and Matsushita 
for sale by Kodak. This year, if cam- 
corder sales do grow by 40%, more firms 
may rush in, as happened with VCRs. But 
which format will people choose? 

JVC is trying to persuade them to use 
compact versions of VHS half-inch tapes. 
The model it will launch next month can 
shoot an hour of film and costs Y248,000 
($1,230), Y50,000 cheaper than Sony’s, 
which films for two hours. Camcorders 
are still too expensive for the mass mar- 
ket. Jvc plans to make 60,000 of its new 
model a month and says that, if it could 
produce 100,000 a month, the price would 
fall below $1,000. That is thought to be a 
key price barrier in America. 

Sony will doubtless follow with a 
cheaper and even lighter model. This 
month it is supplementing its range by 
offering an 8mm VCR that, at Y108,000, is 
Y30,000 cheaper than half-inch models. 
As Beta sales are so poor, it has nothing 
to lose by cannibalising half-inch sales. By 
making their cameras focus automatical- 
ly, both Sony and Jvc are trying to make 
filming passive. If Sony succeeds, its prize 
will be the VCR market. But if camcorders 
can be truly easy, light and cheap, the real 
prize for both camps could be the still- 
camera market. Will every Japanese tour- 
ist soon carry a camcorder? 


52 


A patent idea already thought of 


Sir Robin Nicholson, then the British 
government's chief scientific adviser, 
recommended in 1983 that the Patent 
Office, a part of the Department of 
Trade and Industry (DTI), should be 
hived-off and encouraged to adopt a 
commercial approach to marketing its 
hoard of patents. His inquiry into policy 
on patents and other forms of intellectu- 
al property had found that few British 
businessmen knew of the benefits to be 
gained from exploiting the national data- 
base of patented inventions (eg, by “in- 
venting around” them, or through licens- 
ing deals), 

This week the DTI announced that the 
Patent Office would indeed be hived off. 
A more considered response to other of 
Sir Robin’s recommendations—eg, sim- 
plified short-term patents and fewer re- 


Cross-Channel link 


strictive practices by patent lawyers and 
agents—has been held up because the 
government is unable to decide whether 
to protect the music business by impos- 
ing a levy on blank audio tapes. That has 
delayed a white paper covering all as- 
pects of intellectual property and indus- 
trial innovation. The tragedy of this is 
that Britain has plenty of good ideas on 
how to build up a national database—in 
Newcastle, the local patents office circu- 
lates firms with patents relevant to their 
business—but has not pushed them with 
the urgency required. 

In Japan, meanwhile, the Ministry of 
International Trade and Industry has set 
up an agency called Technomart to give 
on-line access to those who want to 
telecommunicate their way into the na- 
tional database. Britain needs that. 








A jinx on all your projects 


Could the jinx—more than 180 years 
old—on attempts to build a cross-Chan- 
nel link between Britain and France be 
about to claim another victim? The politi- 
cians are having a fearful time trying to 
agree on one scheme out of the three still 
in with a chance. That could mean fudg- 
ing a final decision despite the political 
embarrassment. 

A decision is due to be announced on 
January 20th when Mrs Margaret Thatch- 
er meets President Mitterrand in Lille, in 
northern France. The president wants a 
go-ahead before France's. parliamentary 


LONDON AND PARIS 


elections in March, because big construc- 
tion contracts would win him votes in the 
right places. So far, however, political 
bickering has done as much to confuse as 
to define the issues. 

In an effort to cut through the dither- 
ing, Britain’s Transport Secretary, Mr 
Nicholas Ridley, asked the three consor- 
tia involved—Channel Tunnel Group 
(CTG), Channel Expressway and Euro- 
Route—to look for common ground. 
EuroRoute (the bridge-tunnel scheme) 
offered to co-operate with CTG (a rail- 
only shuttle); this was not surprising sinc 
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{>> For most of the past 20 years under the 

- Marcos régime, the Philippines has been 
a laggard among the fast-growing econo- 
Mies of non-communist East Asia, The 
:- increase in the country’s GNP per person 
- has. been the smallest of any member of 
the. Association of South East Asian 
Nations (ASEAN)—see chart inset. In the 
„past four years, living standards in dollar 
terms have fallen by a sixth. The econo- 
omy is now sò weak that even. optimists 
-fear it will take five years to régain the 
=> peak income level of 1981, when GNP per 

person was $775. = > i 

și TO succeed, the authorities must bol- 
‘ster the, confidence of the IMF and inter- 
ational bankers, who are owed around 
$27 billion; separate business from poli- 
tics; and create the conditions, particu- 
larly in the countryside—where land re- 
form has been repeatedly promised but 
“never delivered—to allow the. industri- 
| Ous Filipinos to work themselves out of 
poverty as other East Asians have- done. 
© A Marcos win, ina fair or foul elec- 
“tion, might make matters. worse on all 
three counts. The president, a master at 
hoodwinking the country’s. creditors, 
might again wriggle out of his financial 
commitments. He would have less rea- 
~ son to restrain a clique of business cro- 
“nies whose power has grown markedly 
‘since the Philippines. declared it was 
unable to pay its foreign debts two years 
ago... And continuing: cronyism would 
_ Scare honest investors. away. 

By her own admission. Mrs Aquino 
has no knowledge of economics. But she 
ds supported by able advisers like Mr. 
“Jaime Ongpin, the president of the Ben- 
guet mining company, and Mr Vicente 
i. Jayme and Mr Ramon del Rosario, two 
©) bankers who command international re- 
pect. Those Filipino businessmen who 
‘have been excluded from large tracts of 















"GNP per head. 





_| Mrs Aquino’s economic manifesto 


_ Whoever wins the Philippines presidential election due on February 7th— 
President Ferdinand Marcos or Mrs Corazon Aquino—must revive a 
slumping economy and curb corruption. There are doubts, but Mrs Aquino 
looks a better bet despite her political inexperience 


the economy by government favouritism 
(and they are the majority) will vote for 
Mrs Aquino, although partly because 
some of them hope for richer pickings 
under a new administration. 

Mrs Aquino etched a preliminary out- 


_ line of her economic policy when she , 
. told businessmen. in Manila on January 


6th that she would renegotiate the terms 
under which the Philippines will repay its. 


‘foreign debt. She wants to cut the debt- 


service ratio from its present level.of 
35% of exports of goods and services to 
the point where the country would have 
enough foreign exchange to allow “mod: 
est but sustainable” economic growth. 
Mr Marcos’s government is already talk- 
ing about stimulating the economy to 


‘prevent real GNP from declining for a 


third successive year. (Gross investment 
fell by 15% in 1985.) : 


Persuading the bankers 

The IMF's stand-by arrangement. involv- 
ing a loan of SDR615m ($670m), is due 
to expire in June. Either president of the 
Philippines will try to negotiate a new 
one to replace it. After 18 such arrange- 
ments since 1962, it will be hard to 
persuade the Fund to relax its targets still 
further. Last November, the IMF reluc- 
tantly agreed to am- enlarged but still 


. Strict-looking ‘budget deficit of 2.2% of 


GNP. (the original. ceiling was 0.9%). 
With a local election scheduled for May 
on top of next month’s presidential vote. 
any government will find it all the harder 
to Keep within the spending and money- 
supply targets. And whoever wins on 
February 7th, the Philippine peso is 
expected to fall from its present level of 


‘19 to: the dollar; even. optimists are 


talking about 23 by the end of 1986. 
Mrs. Aquino has not advanced her 


cause with foreign banks as well as she 


«agreed with the restructuring of the two. 


-boost domestic food production at the 
























































might. They rightly do not appreciate. 
her calls for lower energy taxes and fora. 
postponement of the last stage in libera 
lising import tariffs (one condition of the. 
World Bank for its $502m ‘structural. 
adjustment loan in 1980). But the IMF 
and the country’s 483 creditor banks may: 
be more lenient than in the past if she. 
carries out her promise to scrap: the! 
coconut and sugar monopolies. i 

The prime minister; Mr Cesar Virata, 
said last November that the mF had | 





industries. But the newly formed Philip- 
pine Sugar: Marketing Corporation may 
have helped merely to bail out the man 
previously in control of the industry, Mr 
Roberto. Benedicto. The monopolist 
United. Coconut Mills, controlled by Mr. 
Eduardo Cojuangco. has been replaced’ 
by ‘seven holding companies, at. least 
some of which retain links with him. 

Mrs ‘Aquino's supporters say she 
would get the producers of coconuts and 
sugar to’select the people to run their” 
industries’ marketing agencies—and. so 
make the agencies accountable to the < 
farmers. At- present, sugar-cane growers, 
are claiming 1.5 billion pesos ($80m) 
they say is owed to them by the now 
defunct National Sugar Trading Corpo- 
ration. Her land reform plans would 


expense of food for export. 

Few expect cronyism and corruption: 
to disappear under an Aquino adminis-: 
tration, despite Mrs Aquino’s stated de- 
sire.to loosen the government's grip on 
business. Most state enterprises are too 
sick to fulfil her wish. to sell them. She 
has made no mention, of closing them, 
which is what. many deserve. _ ; 

Pessimists about Mrs Aquino recall 
that the Philippines has a long history of 
using elections to transfer spoils from. 
one family group to. another. The first. 
politician, it was excitedly thought, whos 
promised to break this pattern, with bis. 
radical proposals for land reform, was- 
Mr Ferdinand Marcos. 
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~ Philippines: 
ee be | ONE. [ total external debt 
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EuroRoute seems to be third in the 


_ running by a long way. CTG spurned the 


advance. It still hopes to win outright. 
The French government firmly favours it. 
Some kind of crG/EuroRoute deal— 


= with the former building a railway tunnel 
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and the latter a motorway—might look a 


as neat compromise; but it would also be a 


potentially risky one. The bankers have 
committed themselves only to specific 
schemes, not to combinations of them. As 
EuroRoute’s cost is £5.2 billion ($7.5 
billion) and CTG's just £2.4 billion, the 
moneymen would have to re-do their 
sums. It is by no means certain they 
would like the new answers. 

Channel Expressway is complicating 
the negotiations. A last-minute entry, it is 
regarded favourably by the British. Pro- 
posed by Mr James Sherwood’s Sea Con- 
tainers Group, it offers a twin-bore road 
tunnel and a separate rail tunnel. 

Britain's Conservative government fa- 
vours a scheme which allows motorists to 
drive across. First, because it would be 
popular. Second, because it fears a rail- 
only scheme would be vulnerable to 
trade-union disruption. France's Socialist 
government favours CTG’s link, through 
which it could run the state-owned SNCF's 
new high-speed trains. French lorry driv- 
ers do not share this view: Mr Guy 
Crescent, boss of Calberson, France’s 
biggest road-haulage firm, says he will 
boycott the rail shuttle if CTG wins. 

As EuroRoute’s scheme is thought too 
ambitious and expensive, most of those 
who want the drive-through option now 
favour Expressway. But the French are 


Suspicious, on nationalistic grounds, of 


a 


za 


the American Mr Sherwood. In an at- 


tempt to make his bid seem more French, 


he has signed up a French construction 
company. SCREG. Mr Sherwood’s critics 
question his costing: EuroRoute reckons 


it will take £1.4 billion to bore a separate 


$ 


* 


_ railway tunnel, whereas Expressway’s es- 


timate is only £600m. Somebody's sums 
seem awry. There are also misgivings 
about the ventilation in the road tunnel. 






British oe Sips 
MPs public public 
% fo % 
58 73 89 
15 10 9 
27 17 2 
Kent French Calais 
public public public 
% % % 
11 10 15 
9 15 20 
16 38 42 
1 11 12 
63 26 11 


Mr Sherwood has one argument in his 
favour. He offers the most modest (and 
therefore the most realistic?) revenue 
assumptions. Expressway projects a 33% 
fall in prices from today’s ferry fares, 
whereas the others reckon on charging 
tunnel tolls matching today’s ferry tariffs. 
Mr Sherwood should know the business: 
he owns Sealink cross-Channel ferries. 

Amid assertion and counter-assertion, 


China 
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political difficulties are multiplying for 
everybody. If CTG is picked, Mrs Thatch- 
er will look to have both given in to the 
French and to have opted for the most 
timid scheme. That would ill fit her image 
with electors. Some Britons are therefore 
urging that the politicians should do what 
comes easiest to them—look at the polls. 

The latest shows Expressway as the 
most popular | both in Britain and, perhaps 
surprisingly, i in France. If Mr Mitterrand 
is really that desperate to get a pre- 
election go-ahead, he should defer to the 
British choice, especially as the poll also 
shows that French people are much more 
in favour of a fixed link than the British. 
Providing the technical assessors are sat- 
isfied, Mrs Thatcher should ignore the 
Little Englanders and go for Mr Sher- 
wood’s Expressway. 

And if Expressway leaves the assessors 
doubtful? The two governments migh 
then announce a decision in principle te _ 
build a railway tunnel, giving the mandate 
to CTG, while also requesting the three 
consortia to think again about co-operat- 
ing on a road tunnel. On such founda- 
tions, would anything actually get built? 
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Joining in 


China's decision to restore its member- 
ship of the General Agreement on Tariffs 
and Trade (GATT) has caught the mem- 
bers of the world-trade club on the hop. It 
has been welcomed, in principle, as an 
opportunity to pull China into the world’s 
trading system. In practice, few have any 
idea of how to start negotiating accession 
to the GATT with a country that, for all its 
economic changes, is still a planned econ- 
omy with managed trade. 

China took observer status at GATT 





GENEVA AND HONGKONG 


barely a year ago, although its member- 
ship two years ago of the Multi-Fibre 
Arrangement was seen then as a prelude 
to full GATT membership. China has be- 
come a joiner of the non-communist 
world’s institutions—eg, the Internation- 
al Monetary Fund and World Bank in 
1980 and the Asian Development Bank. 
China would have the rest of the world 
believe that it is merely reactivating it 
GATT membership. Pre-Mao China was. . 
founding member in 1948; Taiwan pulled 
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Saudi: Arabia’s hopes that the tariffs on 
its chemicals exports to the EEC would 
“prove temporary have been dashed—for 

now at least. The EEC has confirmed the 

imposition. of import. duties of up to 

13.5%'.on polyethylene and methanol; 
ethylene glycol may be next. The Saudis, 
who only started selling their chemicals 
in Europe in 1985, want them treated in 
the same way.as EEC-made goods. are. in 
the kingdom (ie, let in virtually free of 
They have threatened to retaliate, 












's $10 billion-worth of annual exports 
kingdom, the community’s fifth 

pest export market. 

_ The EEC thinks it is generous because 

rabia as a trading 


outin 1950 in China’s name-—which Den- 
gist China now says- it had no right to do: 
Whatever the niceties, the GATT members 
have no intention of letting China back 

: umber for free. In return for 
ntages of GATT membership in- 
ding protection from the selective im- 











“> ‘position of barriers to its exports, China is 


<o going to have to open its markets to 
foreign goods, however reluctantly. 
o For a start, China’s complex bilateral 
trade deals will have to be reconciled with 
GATT's “most favoured nation” principle, 
which says members should trade with all 
‘others on the same. favourable terms. 
China will also have to curb its export 
subsidies, relax its import restrictions and. 
‘comply with GATT anti-dumping rules 
(heaven only knows how GATT. officials 
‘are. to gauge true production costs in a 
directed economy). Mr Deng Xiaoping 
_ may be forced to tackle the most impor- 
“tant (and politically contentious) eco- 
nomic change that he has so far ducked, 
namely the dismantling of China's inter- 
nal price controls. If so, hurrah. 

GATT has little by way of precedent to 
guide it. Other centrally planned econo- 
mies that are members—Czechoslovakia, 
Hungary, Poland and Romania—are neg- 
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_ Europe calls the Saudis’ bluff 


d.take action against any of the’ 








partner governed by the generalised sys- 
tem of preferences (Gsp) for developing 
countries. That allows entry free from 
duties and tariffs for third-world exports, 
but only up to a certain volume—-and the 
Saudis have gone well beyond that vol- 
umé.: European. chemicals firms have 
pushed hard for the imposition of the 
duties and tariffs on the grounds that the 
Saudi chemical producers, with new 
plant, enjoy an unfair advantage in low 
feedstock, energy and labour costs. 

Some of this complaint is just Europe- 
“an pique. Unlike Japanese and Ameri~ 
can firms, the Europeans have no stake 
in the Saudi Arabian plants. However, 
the Americans and Japanese would 
probably complain as ‘much as the Euró- 


EEC exports to Saudi Arabia by product « 
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ligible economies in world trade terms. . 


True, China now only accounts for 1.3% 
of world trade, but that is as much as 
Switzerland and Singapore. 

Negotiations will probably taken sever- 
al years. One proposal being mooted:is 
that they should come under the auspices 
of the new trade round to be. launched 
later this year. For that, at least, there are 
precedents. Both Colombia and the Phil- 
ippines: became contracting parties to the 
GATT during the Tokyo round. 

Among the places that will be watching 
closely is Hongkong (which accounts for a 
bigger chunk of world trade than China). 
It participates in GATT by dint of Britain's 
membership.’ Its continued participation 
after China resumes sovereignty in 1997 is 
seen in the colony as one of the essential 
guarantees of the Sino-British agreement 
on Hongkong’s future. 

Britain could put that guarantee into 
effect early by giving the colony autono- 
my over its external commercial affairs. 
This would let Hongkong take up full and 
separate membership before 1997 (there 
is a colonial precedent for Britain in what 


is now Zimbabwe). Such a move was: 


discussed by British and Chinese officials 
this week. But China seems happy to 





BEC chemical trade with Saudi Arabia 


. for this: Discussions on a trade agree- 


‘multinationals like McCormick cann 
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peans if their home markets were as big a 
target for the Saudi products. The Saudis 
say their competitiveness is achieved 
through cost advantages, not subsidies.” 
They complain that the duty-free ceilings © 
for petrochemicals are so low that they. 
are easily broken. 

The EEC may be prompted to call the 
Saudi bluff, since the Saudis have em- 
barked:on:a new five-year industrialisa- 
tion. plan and want foreign investment... 


ment (petrochemicals included) between’ 
the EEC and the Gulf Co-operation 
Council have been under way since last — 
October, EEC officials are hoping to put _ 
forward a draft agreement by April. One ~ 
possibility is that Gulf states will come 
out of the Gsp system but retain special 
concessions on chemicals. 


keep the existing arrangement, taking 
over Britain’s “umbrella member" rok 
after 1997. To many in Hongkong, th: 
would scarcely. enhance the separate ir 
age Hongkong hopes to.preserve. 


Pepper 


A price not to be 
sneezed at 


Peppercorn rent is about to become: 
misnomer. In each of the past three year 
production of pepper has fallen short | 
consumption by 20-30%. Even. Spi 


continue running down their larders fo: 
ever. Prices have doubled over the past 12 
months and could go higher. 

Pepper supplies are notoriously errati 
Brazil, sometimes the world’s largest pro- 
ducer, saw its harvest halve between thi 
crop years 1982-83 and 1983-84; it the 
rose 70% in 1984-85 and, according’ to 
Holland’s Man Producten (the world 
biggest pepper merchant), is likely to fa 
40% in the coming year. Man forec 
that India’s crop will rise 123% tł 


"55 









Hard to give up the weed 


Despite their strenuous efforts to diversi- 
fy from tobacco, the world’s seven tobac- 
co multinationals remain addicted to 
cigarettes. The tobacco market may be 
mature but it remains massive, worth 
some $100 billion a year worldwide. 
Firms like B.A.T Industries, which now 
wants to sell for around $600m the less 
sparky half of its retailing interests in 
America, can afford on occasion to get 
into the wrong new business because it 
makes so much from its old business. In 
1984 tobacco accounted for 48% of both 
B.A.T’s £14.4 billion ($19.2 billion) sales 
and its £1.5 billion operating profit. 

The world wheezed its way through 
some 4 trillion cigarettes (ie, nearly 
1,000 by every man, woman and child on 
this planet), according to new figures 
from the World Health Organisation 
(WHO). Though consumption in rich 
countries is falling (in America, the num- 
ber of cigarettes smoked per person has 
fallen to its lowest level since 1949), in 
poor ones it is increasing rapidly. 


year—which will still leave it below its 
1982-83 level. 
The weather has been intermittently 
__ bad in the four areas of the world where 
_ the pepper vine flourishes—the Amazon 
basin, the southern Indian state of Kera- 
= la, Malaysia's Sarawak and two Indone- 
_ sian provinces. But that is only part of the 
problem. Growers in Sarawak are switch- 
ing to cocoa and palm oil, which are more 
lucrative, even at current pepper prices. 
In Brazil, pepper is not the vogue crop it 
once was, and long-term neglect of the 
_ vines was exacerbated when the fusarium 
disease blighted 1983-84’s crop. 
The price mechanism works well in a 
_ tiny market like pepper (estimated sales 


in 1985: $340m). Though the vast major- 


ity of world output comes from only four 


Hot stuff 


Pepper: 
exportable 
 §50 production 
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The battle against smoking is ham- 
pered by a pack of special interests. The 
tobacco multinationals spend $2 billion a 
year between them on advertising and 
sports sponsorship. Governments like 
the tax revenues on tobacco, and some 
are big producers in their own right. 
State-run industries in centrally planned 
economies produce 37% of the world’s 
cigarettes, and state monopolies in coun- 
tries like France, Kenya and Turkey 
account for a further 17%. Tobacco is a 
crucial source of income for some devel- 
oping nations: Zimbabwe, Mali, Sierra 
Leone, Tanzania, Malawi and Brazil are 
heavily dependent on a crop that pro- 
vides a living for some 35m small farmers 
around the world. 

Yet tobacco addiction extracts a heavy 
price in increased health-care costs and 
losses in production and skilled manpow- 
er through illness and premature death. 
Tobacco growing displaces food produc- 
tion, degrades soil and aggravates defor- 
estation (for every 300 cigarettes made in 


areas, others—mainly China—have been 
sharply increasing production. But it 
takes six years for a pepper vine to start 
producing the corns. Meanwhile, buy 
now while stocks last. Atishoo. 


Cadbury Schweppes 
Soft-centred 


Other food manufacturers may be gob- 
bling each other up, but Cadbury 
Schweppes, a British chocolates-to-fizzy- 
drinks maker, is slimming down. It plans 
to sell most of its British food-and-bever- 
ages division—which does not include 
Schweppes soft drinks—to its managers 
for £82.5m ($120m). This follows a simi- 
lar management buyout, for £19m, of the 
company’s health-and-hygiene business. 
Cadbury will not rue the sale of these 
two dullard businesses. Their 1984 com- 
bined trading profit, at £10.1m, was 11% 
down on 1979's total (a fall of 40% in real 
terms). Although the food-and-beverages 
division boasts well-known brands such as 
Marvel powdered milk, Smash instant 
potatoes and Typhoo tea, it is stuck in a 
British food market which has not grown 
at all in the past five years. Selling it will 
let Cadbury’s management concentrate 
on the confectionery and soft-drink mar- 
kets, which is growing by 2-3% a year. 
The company looked, without success, 
for an outside buyer for the division; it 
probably still hopes that the announce- 
ment of the management buyout will 
flush out a higher bid. Any bid, though, 





developing countries, a tree has to be 
burned to cure the tobacco leaf). The 
WHO argues that the industry does little 
for developing countries: the multina- 
tionals cream off the profit while the 
addiction sucks in expensive imported 
cigarettes. 





might just be for the whole company. 
Food manufacturers are being swallowed 
because their operations are low-risk and 
cash-rich; Cadbury is extra-tempting be- 
cause of its established brands and inter- 
national markets. 

Britons are eating no more confection- 
ery than they were a decade ago, so all 
sweet makers have had to seek sales 
overseas. The share of Cadbury’s group 
profit from its non-British operations had 
risen to 60% in 1984 (the last reported full 
year). It was 36% in 1980. : 

Up to the end of 1984, the American 
market was the group’s choice arena 





Trading profit there rose by an average of 
46% in each of the previous five years, 
giving the company the third largest share 
(8%) of the market. But that success had 
come from concentrating on speciality 
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products, like creme eggs (honestly), sold 
through brokers who sell to big retailers 
and small wholesalers. 

Making further headway was more dif- 
ficult. This candy market is dominated by 
Mars and Hershey Foods, with more than 
two-thirds of all sales between them. 
Cadbury could not afford to set up the 
sales force needed to take on the giants. It 
was caught because it had won its market 
share by offering heavy discounts to bro- 
kers in 1984. The brokers, though, could 
not shift all their stock, so they cut their 
purchases in 1985 (by 10% in volume). A 
1984 trading profit of £36.9m became a 
loss (yet to be revealed) in 1985. 

Cadbury has put new managers into its 
American business, who have concentrat- 
ed on selling more through consumer 
advertising than broker discounts. A re- 
“im to profit in 1986 is likely. The 

rospect may boost Cadbury’s share price 
sufficiently to see off any predators. If 
not, Cadbury might have to look for a 
white knight. Perhaps Allied-Lyons, the 
British foods group? Britain’s Monopo- 
lies and Mergers Commission has given it 
a respite from the attentions of Elders 


Spanish steel 


Reforged 


Spain is the last big steel producer in 
Western Europe to adjust in a world 
industry stricken by too much capacity for 
too little demand. An important conces- 
sion for the country in its negotiations to 
join the EEC was that it could have until 
1989 to slim the industry—the theory 
being that by then all Spain’s steel compa- 
ies will be viable businesses and so no 
mger in need of state subsidies. 

Wishful thinking? Perhaps not. Mr Fe- 
lipe Gonzalez’s Socialist government, un- 
like its predecessors, has been willing to 
tackle the main problem of Spanish indus- 
try—overmanning. The steel industry has 
been part of the battleground; and Altos 
Hornos del Mediterraneo (AHM), a state- 
owned integrated steel company (ie, iron 
ore goes in and recognisable steel comes 
out) at Sagunto, near Valencia, has been 
on the front line. 

AHM was once owned by Altos Hornos 
de Vizcaya (AHV), a private-owned firm 
(United States Steel has a shareholding) 
based in the Basque country. It was hived 
off to the state industrial holding compa- 
ny, Instituto Nacional de Industria (INI), 
as part of an attempt to right the indus- 
try’s problems. These were that too much 
capacity had been built on the basis of the 
over-optimistic predictions in the 1970s of 
future domestic demand. 

That first stab at restructuring, taken in 
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Sources: Company reports : Fielding. Newson- Smith 


IXL, the Australian brewer which has bid 
£1.8 billion for it. Allied could use the 
time to create a company too big, even 
for Elders’ Mr John Elliott and his bank- 
ers to swallow. 


MADRID 


1980 (the present Socialist government 
was elected in October 1983), was essen- 
tially financial. It aimed to raise new 
capital and reschedule some 90 billion 
pesetas ($1.3 billion) of debt for Spain’s 
three integrated steel companies. 

The takeover left the state with an 
unwanted integrated steel mill—AHM’s— 
on the Mediterranean coast while the 
state’s steel company, ENSIDESA, was in 
Asturias in the north. But regional sensi- 
tivities have always bedevilled attempts 
to rationalise Spain’s steel industry. The 
government believes that Valencia can 
survive without heavy industry, but Astu- 
rias and the Basque country cannot. Va- 
lencia is better off than many Spanish 
regions because of its citrus-fruit exports 
and light industries. 

Nonetheless, it took the government 
two years to close down two furnaces at 
Sagunto and end 2,000 jobs. Though job 
cuts at ENSIDESA and AHV have accounted 
for two-thirds of the 10,100 jobs lost in 
integrated steel by the end of 1985, those 
lost at Sagunto affected a higher propor- 
tion of the total workforce. By way of a 
palliative, the government has declared 
Sagunto an “emergency re-industrialisa- 
tion zone”, which should bring it tax 
incentives. The government has also 
promised to create 1,200 new jobs. 

UNESID, the private steel companies’ 
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co-ordinating organisation, is concerned 
that exporting will become harder be- 
cause of the introduction in Spain of value 
added tax (part of the cost of joining the 
EEC). The worry is real, since exports— 
almost the only source of relief for the 
industry in recent years—now absorb 
40% of production and amount to 5.7 
million tons. UNESID calculates that the 
prices of steel exports this year—the first 
year in which VAT applies—will increase 
on average by 2.5%. In contrast, imports 
from the rest of the EEC, which sells more 


steel to Spain than it takes from the- 


country, are going to be more in demand 
as customs duties are dismantled, so mak- 
ing imports cheaper. 


West German labour 


Fewer bricks in the 
wall 


BONN 


West Germany’s depressed construction 
industry has found a new source of cut- 
price foreign labour—not in Turkey or 
the third world but just the other side of 
Europe’s East-West divide. One East 
German concern based in Leipzig has 
recently supplied hundreds of workers for 
West German building sites, including a 
shopping centre in Frankfurt and a power 
station in Hanover. In all, several thou- 
sand construction workers from Eastern 
Europe have travelled west to help build 
everything from hotels to a water system. 

The “Eastern work gangs”, as they are 
known, have got the West German build- 
ing workers’ union up in arms. The union 
says the import of cheap labour from the 
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WORLD BUSINESS 


East is unacceptable when 150,000 of its 
members are out of a job. 

The East Europeans, mostly East Ger- 
mans (who, under West German law, can 
be employed without requiring work or 
residence permits in West Germany), 
earn DM10-15 ($4-6) an hour less than 
West German workers and work up to 60 
hours a week. Off the job, they live 
cloistered lives in caravans or specially- 
rented rooming houses. The East Ger- 
man workers get a daily allowance of 
DM25-35 ($10-14), but their salaries are 
paid to them at home via the East Ger- 
man authorities at East German rates and 
in East German marks. This creates a 


British newspapers 


handy differential for their East German 
employers, who receive the payment for 
their citizens’ services in convertible West 
German currency. 

The protests from the union prompted 
the city government of Frankfurt to an- 
nounce on January 12th that it would 
make it more difficult for West German 
building firms to sub-contract for East 
European labour. The building workers’ 
union hopes that election-conscious local 
authorities will follow suit in other cities 
which employ East European workers on 
municipal projects, but it has less hope of 
influencing the projects of private con- 
struction firms. 


How to start your own 


Everybody, it seems, is starting a national 
newspaper in Britain. For anybody with 
aspirations to be a press baron, here is 
The Economist's do-it-yourself guide: 

@ Check your potential rivals. The first 
newcomer to hit the streets, in March, 
should be Today, the brainchild of Mr 
Eddy Shah. Planned for later in 1986 are: 
an upmarket daily paper produced by a 
group of Fleet Street journalists led by Mr 
Andreas Whittam Smith, a former City 
editor of the Daily Telegraph; and a left- 
of-centre Sunday paper, News on Sun- 
day, being nursed along by Mr Clive 
Thornton, formerly chief general manag- 


er of the Abbey National building society 


and then, briefly, chairman of Mirror 
Group Newspapers. 

Mr Rupert Murdoch’s News Interna- 
tional, despite union problems at the 
Times group, is nearly ready with a Lon- 
don evening paper, the London Post. 
Mirror Group has two titles in readiness: 
a London evening paper and a daily 
tabloid with full colour. Reed Interna- 
tional, which already owns the first free 
daily paper in Britain, the Birmingham 


`- Daily News, is considering similar ven- 


tures in other big cities. 

@ Still undaunted? Good, Now come up 
with an idea. Mr Shah hopes to get sales 
by using high-tech methods (ie, ones not 
Luddited by the print unions) to produce 
a cheap multi-coloured newspaper. The 
management of News on Sunday reckons 
there is room for a tabloid sympathetic to 
animals and trade unions. Mr Whittam 
Smith sees new room for a posh-person’s 
daily paper. Alternatively, just go more 
downmarket than the opposition (that is 
the tactic likely to be favoured by Lon- 
don’s new evening papers). 

@ Mock up a model (see pictures) and 
research the market. Find out who and 


„how many will buy the newspaper. A 


specific reader profile is essential when 
58 


talking to advertisers: after more than 
1,000 interviews, News on Sunday came 
up with typically young readers, more 
than half of them men, living in northern 
England. The research suggested a circu- 
lation of as much as 800,000. Cheaper 
advertising rates than the opposition’s 
also help. On prospective sales of 1m 
plus, Mr Shah’s Today is offering page 





Newspapers making news | 


rates of about half as much, per buyer, as 
the Daily Mail. It has already pulled in 
more than £6m worth of advertising. 

@ Decide how to deal with the unions, 
whose grip on Fleet Street is beginning to 
be prised open. Mr Shah has confronted 
them once and won—after a long fight in 
1984 between his Messenger Group of 
free newspapers and the National Graph- 
ical Association. On Today, his journal- 


ists will have no closed shop. He is by- 
passing the print (ie, typesetters’ and 
compositors’) unions by typesetting and 
doing page layout from the editorial of- 
fices. He has bought his own fleet of vans 
to distribute the paper. He has signed 
only one union agreement: with the inde- 
pendent-minded and increasingly power- 
ful EETPU, the electricians’ union. 

News on Sunday has taken a different 
line. Its political bias has won support all 
round from the unions. In return, the 
journalists, printers and electricians will 
all get closed shops. Before choosing 
routes, compare: News on Sunday is 
hiring 60 journalists for a once-a-week 
newspaper. Today, which will be pro- 
duced seven days a week, will have only 
twice that number. 

@ Once research and plans have been 
made, get financing. Mr Shah has raise¢ 
£22m and a loan of £8m (from the Hun 

garian State Bank) by hawking round his ` 
plans in person. Mr Whittam Smith used 
his City connections to enlist the help of 
merchant bankers Charterhouse Japhet. 
His firm, Newspaper Publishing, got an 
initial total of £2m from the first six 
financial houses it approached. News on 
Sunday, which received early support 
from trade unions, now plans to raise £6m 
through a Business Expansion Scheme 
issue—any investments in the newspaper 
will be tax-exempt. 

Use this money first to bring in man- 
agement (“the key,” says Mr Whittam 
Smith). But the largest initial layout can 
be on: 

@ Buying machinery. Don’t. It is cheap- 
er to contract out printing and typeset- 
ting: all journalists need are something to 
write with, a telephone and a grubby 
raincoat. Otherwise costs are high. News- 
paper Publishing plans to spend £5m o1 
computerising its office. It will go outsid 
to print (15 plants are being considered). 
Today has it own plants—the £8m it 
borrowed has all been spent on buying 
presses. Expensive, but Mr Shah argues 
that it will save money, and potentially 
trouble, in the long term. 

@ Advertise the new product. News on 
Sunday has a £750,000 budget for adver- 
tising in its first year; Newspaper Publish- 
ing has set aside £5m. A 

Now the newspaper is set to go. Be 
reconciled, at first, to getting revenues 
more from the cover price than from 
advertising. Assume at least a 60-day lag 
in payments by advertisers. Accept that it 
takes time to make money. News on 
Sunday expects a first-year loss of £4.5m. 
Mr Shah, though, expects his paper will 
make a profit of more than £20m in its 
first year. Not bad, on an investment of 
£22m—and not far short of the £28m all 
the existing Fleet Street papers have 
made between them since 1980. 


THE ECONOMIST JANUARY 18 1986 


“December 1985 New Issue. These securities having’ been sold this adverteer a appears as amatter of reond ony. These Notes have not been re gisteredu uni 
United States Securities Act of 1933 and may not be offered or sold in the United States or ro U.S. persons as part of the distribution of ihe Notes. o 


iki ing C orporation 


(Oncomporaed in: Hong Kong with limited liability) 


U. S. $400, 000, 000 


Primary Capital Undated Floating Rate Notes : 
(Second Series) 


F HongkongBank Limited ae | Lloyds Merchant Bank Limite 


: Bank of China oe . es Bankers Trust International Limited 
-Barclays Merchant Bank Limited ae a Citicorp Investment Bank Limited 
| County Bank Limited _ Dresdner Bank Aktiengesellschaft 
| Fuji International Finance Limited . Goldman Sachs International Corp. 

[BJ International Limited ae . LTCB International Limited 
| Merrill Lynch Capital Markets — Mitsubishi Finance International Limited 

_ Samuel Montagu & Co. Limited . T Morgan Guarant 
Nippon Credit International (HK) Ltd. -Nomura International Limite 
Orion Royal Bank Limited — Salomon Brothers International Limited 
Shearson Lehman Brothers International ‘Sumitomo Finance International 
“Sumitomo Trust International Limited Swiss Bank Corporation International Limited 
- Union ‘Bank of Switzerland (Securities) Limited S.G. Warburg & Co. Lid. 
F Yamaichi International (Europe) Limited 


BankAmerica Capital Markets Group , gR wp hang Bank of Tokyo International Li 

Bank of Yokohama (Europe) S.A. K ruxelle 
Banque Nationale de Paris bpi" 

rédit Lyonnais Ep ati | ii-Ic y 

aiwa Europe Limited First Interstate oi Markets Limi 

enerale Bank gie Indosuez Asia (Singapore) Limited 
B International (Hong Kong) Limited Kidder, Peabody International Limited 
Manufacturers Hanover Limited The Nikko Securities Co., (Europe) Lt 
"The Royal Bank of Scotland plc Saitama International (Hong Kong) Limit 
Sanwa International Limited Takugin International (Asia) Lt 
Tokai International Limited Toronto Dominion International bine 

es Westpac Banking Corporation 





A> ae ae 


BUSINESS BRIEF 





Kiwi farmers lose their crutches 


New Zealand's farmers are facing 
hard times: 1985-86 promises to 
be the worst year for sheep and 
beef producers (which most are) 
since the country’s Meat and 
Wool Boards started keeping re- 
cords in 1961. Farm incomes are 
forecast to fall to as little in real 
terms as a third of their level ten 
years ago. Dairy farmers are only 
slightly better off: their income 
has slipped by 40% (in constant 
dollars) over the past decade. 
Small wonder then that there is 
talk of 5,000 of New Zealand's 
76,000 farms being up for sale— 
at prices 30-50% below those 
they would have fetched three 
years ago. 

Mr David Lange’s Labour gov- 
ernment is partly to blame. In 
1984, for the best of free-market 
reasons, it abolished price sup- 
ports for farm produce and said 
that, within three years, all other 
aid to farmers would be phased 
out or charged for at market 
rates. As big a blow to farmers 
was the floating of the New Zea- 
land dollar in March 1985. 

Federated Farmers, the indus- 
try’s lobby, had hoped that the 
benefits from a deregulated econ- 
omy would more than compen- 
sate for the loss of price supports. 
It was not to be. Instead of falling 
as expected, so making the farm- 
ers’ produce more competitive in 
world markets, the exchange rate 
of the New Zealand dollar rose. 
Attracted by high interest rates 
and Mr Lange’s deregulating 
zeal, moneymen rushed to buy 
bonds denominated in New Zea- 
land dollars. 

Subsidies for New Zealand’s 
farmers were small until farm- 


price supports were introduced in 
1978. Payments peaked in 1984 
(see chart), when the govern- 
ment ladled out a total of 
NZ$612m (US$400m) in direct 
aid. Of this, more than four-fifths 
was in supplementary minimum 
prices—ie, the difference be- 
tween the price set by the govern- 
ment at the beginning of the year 
and the lower price that farmers 
managed to get for their products 
in world markets. 

The biggest payouts have gone 
to sheep and beef producers. In 
1981, the New Zealand govern- 
ment paid out NZ$52m in subsi- 
dies on meat and wool; dairy 
production was unsubsidised. By 
1984, spending had risen tenfold 
to NZ$505m, with dairy produc- 
tion still unsubsidised. 


No shelter 


Subsidising farmers has never 
been an indulgence New Zealand 
could afford for long. Agriculture 
accounts directly for a sizeable 
8% of the country’s GDP and 
employs 9% of the working pop- 
ulation, When associated indus- 
tries like processing are taken 
into account, one in every five 
New Zealanders gets his living 
from the land, In America, West 
Germany and Britain, farming 
accounts for less than 3% of GDP. 

The dependence on agriculture 
goes back to the 1880s, when 
New Zealand became Britain's 
farm. In 1954 the “mother coun- 
try” took more than 60% of New 
Zealand's agricultural exports, 
largely under bulk purchase 
agreements. Thirty years later, 
with Britain in the EEC, the share 


Leaner and leaner new Zeatand’s: 


exports by product 
1969 total: 
NZS1-1bn 


5-4 Other primary 8:7 
1-0 Other 0-9 


1985* total: 
NZ$9-4bn 


terms of trade’ Ratio of all export prices to import prices 





One million, two million, three million . . . 


has dwindled to 13%. 

To stay in business, New Zea- 
land's farmers have had to find 
new markets. The proportion of 
dairy products, at around 20% of 
total exports, has remained 
roughly the same since the early 
1970s, but New Zealand butter 
and casein (an industrial additive 
derived from milk protein) are 
now sold in many more markets. 
In 1969, New Zealand's six big- 
gest trading partners—Britain, 
Australia, America, Canada, Ja- 
pan and the countries of the 
EEC—took 88% of New Zea- 
land's exports; now they take 
65%, The proportion taken by 
other countries has more than 
trebled in the past 15 years (see 
chart). For example, Iran in 1984 
bought more New Zealand lamb 
than Britain. 

Because of their tiny home 
market (just 3.2m people to feed, 
compared with 70m sheep), New 
Zealand's farmers depend almost 
entirely on exports. In 1983, 85% 
of sheepmeat, 75% of beef, 93% 
of wool and 85% of dairy pro- 
duce was bought by foreigners. 
Not surprisingly, New Zealand 
accounted for 57% of the world 


trade in sheepmeat, 26% in wor 
and 18% in butter. The nation _ 
flock of sheep is the fourth big- 
gest in the world (after the Soviet 
Union, Australia and China). 
The limited range of exports 
makes the country more vulnera- 
ble to price fluctuations than its 
partners in the Organisation for 
Economic Co-operation and De- 
velopment (OECD). The effect of 
these fluctuations is made worse 
by the relative size of New Zea- 
land's exports compared to its 
economy. Merchandise exports, 
at NZ$8.4 billion in 1984, were 
24% of GDP: Britain’s were 22%, 
Japan's 14% and America’s 6%. 
Moreover, the farmers have 
suffered from the protection giv- 
en to other domestic industry. 
While America’s tariffs on manu- 
factured imports have dwindled 
to less than 10% of their value, 
New Zealand's still average 
about 20%. All this was in tł 
cause of protecting fledgling i 
dustries. The government ~ 
banned imports of certain prod- 
ucts and set up factories to make 
them at home. This not only 
cosseted uncompetitive indus- 
tries; it also added greatly to 


exports by destination 
1969 total: 


1985* total: 


NZ$11bn 





38-9 Britain 9-1 


3-3 Canada f8 


11-8 Other 347 
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fated Farmers. estimates 
1984, each of New Zea- 
mds farms had to pay 
2$10,600 more for inputs (wire 
encing, etc) than it would have 
ost-to import them. That is al- 
most. double the NZ$5,800 that 
each farm got in government sub- 
_-- $idy. Add back the proportion of 
= Subsidy allotted by the study to 
farm-service industries, however, 
and the total received by each 
farm rises to NZ$13,900-—about 
two-thirds the NZ$20,000 that an 
average beef or sheep farm 
earned in 1984. 






















pastoral farming. The climate is 


temperate, and in most parts of 


the country livestock can graze all 
ithe year round. Most farmers 
own their own land and: most 
rms, too, are small enough to 
+ run by a family. 
~ Though they have lost their 
competitive .edge of late, New 
‘Zealand's dairy farmers are prob- 
ably the only ones in the world, 
says the Dairy Board, who could 
make money out of dairying: at 
today’s prices if all forms of subsi- 
ody were withdrawn. Partly this is 
. because their herds are bigger 
than «most. Typically, a dairy 
_» farmer has a herd of 141 cows. 
-His counterpart in Britain would 
have 58 and a farmer in America 
< °39, New Zealand's dairy industry 
¿< was among the first, in the early 
< 1980s, to collect milk from farms 
-by tanker. This allowed the coun- 
_-try:to: get ahead of its rivals by 
.. making more cheaply such new 
| products as skim- and whole- 
milk powder. 





New Zealand's: natural’ and 


man-made advantages, however, 
we left it as dependent on a 
_  andful of exports as any devel- 
“oping country. Sheep and cattle, 

in the form of meat, wool, hides 











and dairy products, accounted 


“for more than 94% of New Zéa- 
land's: merchandise exports in 
1954, By 1985, this had shrunk to 






62%, mainly because of export 


incentives: introduced’ in the 
1970s to encourage New Zea- 
land’s emerging manufacturers. 
Poor returns in the 1970s, from 
sheep and beef as well as on dairy 
products, encouraged farmers, to 
diversify, First deer farming was 
introduced, then goats. Marginal 
hill country was planted for tim- 
ber. Most popular, however, was 
a switch to horticulture, particu- 
larly kiwifruit (a furry brown 
fruit, once known as the Chinese 
gooseberry). 
Because of tax breaks intro- 
duced by the. government, new 
poured into its produc- 






















New Zealand is well-suited to.» 
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virtually nothing. to NZ$125m, 
31% of New Zealand's fruit and 
vegetable exports that year. 





Fruits of protection 
While output and exports contin- 
ued to rise, the farmers were able 
to ignore the problems that an 
overprotected economy and the 
rising cost of price supports: were 
storing up for them. Access to 
cheap but rationed bank credit 


of wool during the Korean war 
had kept. them in clover during 
the 1950s and 1960s. Why not 
hope for the same again? 

Partly because, in 1982, the 
government passed a law, claw- 
ing back tax concessions on farm- 
development expenditure. This 
not only made investment in farm 
land less attractive, but eventual- ` 
ly caused land prices to fall, 


Since 1984 the woes of New | 


Zealand's farmers have multi- 
plied. The Labour government's 
policy of economic: deregulation 
has pushed up interest rates,-and 
borrowing costs with them. New 
Zealand now has ‘some of the 
highest real interest rates in the 


“world. Farmers’ returns on ex- 


ports—paid for with foreign cur- 
rencies—have slumped as the lo-. 
seal currency has climbed) © 70 t 
Things could get worse before 
they get better. The Reagan ad- 
ministration in Washington has 
slapped countervailing duties on 
imports: of New Zealand lamb. 
Relations with France have also 


“soured ‘since the scuttling last 


year of the Greenpeace ship in 
Auckland harbour. The EEC, of 
which France is a member, must 
sell some of its Im-tonne butter 
mountain, which is six times as 
big as New Zealand’s annual ex- 
ports of butter. This, fear New 
Zealanders, will depress butter 
prices yet further. 

New Zealand’s biggest head- 


ache, however, is having the bad. | 


luck to be good at producing 


things that consumers want less 
of. Consumption of beef, lamb 
and dairy produce is declining in 
western countries as health-con- 
scious consumers switch to sal- 
ads; wool is being replaced by 
synthetic fibres, At the same time 
EEC subsidies doled out to Euro- 
pean farmers are causing surplus- 
es to pile up and prices of farm 
produce on world markets to fall. 
of Although ‘it has many natural 
$ advantages in growing food, New 
Zealand has none in selling it. 


(the ratio of export prices to 
{import prices) have:been sliding. 
since 1951 (see chart). ' Since 
1975, the terms of trade -have 
never exceeded the base of 100 
set in 1957; the average level has 
been about 22% less. 


land’s farmers are looking. for 
new ways of selling their tradi- 
tional exports. One way is to add 
more value to products--eg, by 
exporting finished carpets instead 
¿of the low-value wool they are 
made. of. Or, as the Meat Board. 
is, doing in a joint venture with 
Bernard Matthews, 
meat processor, by developing 
and reserves from bumper sales” such things as boneless lamb 
joints. A snag is that, in most 
countries, tariffs on imports of 
unprocessed foodstuffs are lower 
than they are on processed ones. 
So the extra profit gained by 
adding value maybe lost in high- 
er duties. 





‘jealously, It may soon lose it 






government. policies have m 
New Zealand's processi i 
tries uncompetitive. Until barri 
ers to imports are dismantied an 
processing costs reduced, ex 
ers of processed food will be 
disadvantage. 

One answer is to. export 
animals. In December t 
big shipment of live sheep le 
Mexico. But what New Zealand 

farmers really needis the at 

tion of all tariffs and restricti 

_ on imports that compete: 
local industries. With these di 
centives removed, long-term 
vestment in agriculture coul 
¿start to pick up again, Why tax | 
with tariffs, the farmers com 
plain, when our incomes hav 
shrunk to support city folk whose 
pay packets have never bee 
fatter? 
Their plea has, in part, been 
answered. In December. the goy 
"ernment promised to speed ul 
the removal of tariffs.protectin 
local industries, particular! 
‘steel. But, because some indu: 
tries have been given longer’ to 
adjust to deregulation, farmin 
will continue to face unnecessari 
ly:high input prices: To ease th 
pain of, overborrowed farmer: 
the government has lifted rest 
tions on: the. amount of land 
one farmer can own, and:forei 
ownership of it. It. is also easin 
the departure from the industry. 
of the less fortunate farmers, D 
reducing the tax they have to pa 
when they sell their land. 































The country’s terms of trade 



















To compensate, ‘New Zea- 




























a British 


Another probiem is that past 








Fixing the boards — 


New Zealand has a marketing board for just about’everything | 
its farmers produce—meat, milk, wool, daity products, tobac- 
co, poultry, potatoes, apples.and. pears, wheat. and ‘kiwifru 
Some are more powerful than others. Take the Dairy Board, 
which. was set up in 1925. It sold all the NZ$798m- (US$460m 
worth of butter and cheese that New Zealand exported in 1984, 









some 10% of the country’s exports that year. 
Owned by the farmers who also own the factories that make 
the dairy products it handles, the board guards its monopoly 
f that were to happen, it would 
trade alongside private marketing firms. 
The Meat Producers Board mi perm 













the marketbut not as competi neat pric 
1982, the board took control of exports by buying meat from 
farmers and refusing to sell it below a minimum price. In 
November, the board relaxed its grip to allow companies to buy 
and sell on their own account and so to make their own prices: 
The board set one condition: that producers think of a foolproof 
way of preventing the price cutting that forced it to intervene. 
So far, no company has met the board’s condition. 

The Wool Board has never been as obtrusive as the other two, 
Its main role is to keep wool prices above a predetermined floor: 
by occasionally bidding them up`in the trading ring. It also 
finances promotion and research. It gets its cash from a 5% levy 
on gross wool receipts (NZ$35m in 1984), plus some from the 
income from its own assets, At-the last count these stood at: 
NZ$120m, making it one of the richest (but not the most’ 
powerful) of New Zealand’s ten main marketing boards. 
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Nader v Lloyd’s 


It seemed like an average week for 
Lloyd's of London. Mr Brian Sedgemore, 
a British Labour member of parliament, 
bounced to his feet to entertain the House 

* Commons with more stories of chica- 

2ry, theft and fraud at Lloyd's. Then 
into town flew Mr Ralph Nader, Ameri- 
ca’s self-appointed consumer watchdog, 
alleging that Lloyd's, which derives 50% 
of its premium income from North Amer- 
ica (an estimated $6 billion in 1986), has 
been using strong-arm tactics to push up 
insurance rates in America. 

Mr Sedgemore and his colleagues, criti- 
cal that no Lloyd’s fraudster has appeared 
in the dock, are campaigning to have 
Lloyd’s brought under statutory control 
by inclusion in the Financial Services Bill, 
now before Parliament. In a clumsy move 
to placate these critics, the Department of 
Trade and Industry (DTI) has announced 
an inquiry into the way Lloyd's is running 
its affairs. 

The inquiry, to be headed by Sir Pat- 
rick Neill, a lawyer who is the vice 
chancellor of Oxford University, will look 
at Lloyd’s administration and disciplinary 

amework—not merely at the workings 
‘the 1982 Lloyd’s Act, which strength- 
ened its powers of self-regulation. 

Sir Patrick will have a great deal to get 
























New beat for Neill 
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his teeth into, for there is sti! much 
wrong at Lloyd’s. Witness the two-year 
delay before the market banned “baby” 
syndicates (ie, syndicates comprising a 
handful of Lloyd’s insiders who can cream 
off the most profitable business for them- 
selves or their relatives). Witness, too, 
the initial attempt by the chairman of 
Lloyd’s to downgrade the post of chief 
executive, when the present incumbent, 
the independent-minded Mr Ian Hay 
Davison, leaves in May. 

Lloyd's disciplinary proceedings need 
careful scrutiny. Judgments handed down 
by Lloyd’s to wrongdoers appear arbi- 
trary—one man is fined £1m and turfed 
out of the Lloyd's club; another receives a 
year’s suspension for what looks like a 
similar offence. 

Sir Patrick’s remit should be even wid- 
er: to take in the conduct of Lloyd's 
overseas, especially in America. Lloyd's 
is one of the City of London's biggest 
earners of invisible exports (£1 billion last 
year, and most of that from America). 
The ever-youthful Mr Nader made some 
startling allegations against Lloyd’s and 
the way it conducts business in America. 
He accused Lloyd’s, among other things, 
of forcing some American primary insur- 
ers to jack up rates before the London 
market would write reinsurance—in- 
creases which “may not be justified by the 
data”. And he charged that Lloyd's had 
cancelled or refused to renew insurance 
for some small enterprises or cities, in 
order to frighten other, bigger fish into 
accepting higher premiums. 

What part have American insurers 
played in all this? Mr Nader does not 
accuse them of a conspiracy but of **con- 
scious parallelism”. Mr Nader’s evidence 
on these allegations and of “arbitrary and 
capricious” increases in premiums is far 
from convincing. Lloyd’s says that much 
higher premiums are justified because of 
huge losses in the past. Although insur- 
ance is specifically excluded from anti- 
trust legislation in America, it is not 
exempted if there has been “intimidation, 
coercion or boycott”. Mr Nader believes 
there has been, and has filed a complaint 


|. ee i-am 


New beef for Nader 


with the Justice Department. 

Mr Nader also says that Lloyd’s threat- 
ened to pull out of reinsurance in Alaska 
(as it had done in Connecticut, New York 
and New Jersey) unless the state changed 
its tort laws. On this point, he is on safer 
ground. Because of the huge sums being 
awarded in product-liability lawsuits in 
America, Lloyd’s says that the cost of 
insuring certain risks will be sky-high 
unless changes in tort law are made. It 
would like to see: 

@ the abolition of punitive damages, 

@ limits on pain and suffering damages, 
@ costs awarded to the loser in every 
case, which would deter potential liti- 
gants from bringing lawsuits and, presum- 
ably, kill the contingency fee basis on 
which most American lawyers work, 

@ structured settlements—ie, if a plain- 
tiff dies, anything owing to him is kept by 
the insurer and not passed to his 
dependants, 

@ a formula for economic damages. For 
example, a leg would be worth $5,000. 
(And a life?) 

Lloyd’s is not alone in wanting these 
changes—many American insurers are 
also pressing for them. The last time 
anybody tried to limit the rights of the 
diseased and injured to sue in the Ameri- 
can courts was when Senator Gary Hart, 
would-be Democratic presidential candi- 
date. unsuccessfully introduced a bill into 
congress in 1981. Dubbed the Johns- 
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Manville bail-out bill, it would have let 
Johns-Manville (and other asbestos com- 
panies) off the hook for damages claims 
against it for “outrageous and reckless 
behaviour” in systematically killing work- 
ers over a period of decades. 

Next week, Mr Nader and an ex-Feder- 
al insurance commissioner, will be testify- 
ing before a House of Representatives’ 
committee on Lloyd’s role in American 
insurance and reinsurance. Lloyd’s is not 
subject to regulation by either the federal 
government in America nor (bar two) by 
any states. The two men will argue that it 
should come under federal jurisdiction. 
Given Lloyd's recent history, they may be 
pushing against an open door. 


International Tin Agreement 


What agreement? 


Time for celebration: the countries be- 
longing to the International Tin Agree- 
ment (ITA) have agreed on something— 
not to adjourn their eighth emergency 
meeting until they have taken another 
look at the only plan now on offer to 
settle the tin market's troubles. 

The plan, proposed by Mr Peter Gra- 
ham of Standard Chartered Bank and Mr 
Ralph Kestenbaum of tin brokers Gerald 
Metals, has been hanging around since 
December 23rd. It suggests the establish- 
ment of a new company to take over the 
liabilities of the International Tin Coun- 
cil. The council is the body which bought, 
sold and then stopped buying and selling, 
tin on behalf of the ITA countries. 

The main opposition comes from the 
European Community (EEC). It argues 
that the ITA countries (which include EEC 
members) need take no responsibility for 
the debts incurred on their behalf by the 
tin council, in part because the council is 
immune from prosecution under English 
law. That argument has been tested 
twice, by the High Court in November in 
a case brought against the council by a 
broker, J. H. Rayner, and by a judge 
privately on January 15th in a case 
brought by Arab Banking Corporation. 
On both occasions, the council was 
judged to be immune from prosecution. 

Nevertheless, everybody is sick of the 
EEC—bankers, tin traders and even the 
producer countries, who are fellow mem- 
bers with the EEC countries in the ITA. 
They reckon the EEC is missing the point: 
that it is more important to reach some 
kind of agreement that will allow tin 
trading to resume without chaos than to 
abide by what it thinks is the letter of the 
law. The patience of the tin brokers is at 
last exhausted. They will meet on January 
20th to decide not on whether to re-open 
the market, but on how and when. 
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Soft talking 


Here is a problem that should worry 
London’s commodity traders more than 
the tin crisis: the volume of aluminium 
traded on the London Metal Exchange 
(LME) in 1985 was 17% lower than in 
1984; nickel trading fell by 48%; high- 
grade copper by 3.5%; and then there 
was tin. The LME has formed a “think 
tank” (it met for the first time on Janu- 
ary 14th) to decide how to react to the 
decline in trading. The thinkers could do 
worse than look at some changes being 
suggested at the LME’s sister exchange, 
the London Commodity Exchange (LCE). 

The LCE is London's main soft“ com- 
modity market, trading coffee, cocoa, 
sugar, gas oil (since 1981) and—from last 
November—crude oil. Trading volume 
has been falling no less sharply than in 
the metal markets—a reflection not only 
of comparatively stable soft-commodity 
prices but also of competition from ex- 
changes in New York and Paris. Last 
October, the LCE appointed a new chair- 
man, Mr Saxon Tate (of the Tate & Lyle 
sugar company Tates), to do something 
about it. 

One problem is that the LCE is frag- 


Ecuador 


At Baker's door 


WASHINGTON, OC 





Ecuador's president, Mr Leon Febres- 
Cordero, is a- self-made millionaire 


trained at a technology institute in Hobo- 
ken, New Jersey. He made his money 
running a flour mill, a cardboard factory 
and a textile company—and has applied 
practical business methods to pulling his 





Febres-Corder’s breakfast point 


mented into separate fiefs (called termi- 
nal market associations). These associa- 
tions, dominated by established trading 
houses, run the individual markets. 
Their power derives from their dominant 
ownership of the exchange, which is a 
private company. One consequence of 
their power is that the LCE’s central board 
(like the LME’s) is weak. 

Mr Tate wants to shift the balance of 
power in the exchange. The associations 
would still hold a majority stake but the 
board would have more control. Most 
important, individuals would be more 
easily able to buy their way into the 
market, setting the scene for an influx of 
“locals”—individuals trading for them- 
selves who give Chicago's freewheeling 
markets their frenetic energy. That, in 
itself, should stem the decline in Lon- 
don’s trading volume. 

London’s commodity markets behave 
more like unregulated feudal baronies 
than self-regulating democracies. They 
need to decide what kind of self-regula- 
tion will meet the demands of the gov- 
ernment’s Financial Services Bill, cur- 
rently being debated in Parliament. 
Their first priority should be to break up 
the baronies. It might even be good for 
business. 





country out of its foreign-debt problem. 
So successful does he claim to have been 
that he is now hoping that his country will 
be the first beneficiary under the “Baker 
plan’’—the American treasury secretary's 
proposal to lend 15 deserving debtor 
countries some $20 billion. 

Mr Febres-Cordero has been in Wash- 
ington to put his case. At the year’s most 
star-studded breakfast (on January 15th) 
he met Mr Baker, Mr George Shultz (the 
secretary of state), Mr Paul Volcker 
(chairman of the Federal Reserve Boari” 
and Mr Jacques de Larosiére (managit 
director of the IMF). They discussed ways 
in which new money—the country is 
seeking $550m—might get to Ecuador 
speedily. If the money takes too long, 
said Mr Febres-Cordero, “it will get there 
after we are gone”. 

Ecuador has done a lot of things right. 
Subsidies have been cut and price con- 
trols almost abolished. Inflation has fall- 
en from more than 50% when the govern- 
ment took office in 1984 to an annual rate 
based on the past two months of below 
15%: GDP is reckoned to have grown by 
3.5% in 1985 and may grow by more than 
4% this year: the balance of payments on 
current account may have had a small 
surplus in 1985. 

Ecuador. 63% of whose export earn- 
ings come from oil, has gone for export- 
led growth boosted by foreign invest- 
ment. It has signed contracts with 
Texaco, Conoco. Exxon. BP. Occidental 
and Belco. Agribusiness is being encour- 
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aged to try market gardening in the 
highlands and to grow palm-oil trees in 
Amazonia. 

Virtue brings reward: in April last year 
Ecuador made the third world’s only 
multi-year “rescheduling agreement of 
debts with western governments; it signed 
a similar deal with commercial banks in 
December. It has reached agreement 
with the IMF and has obtained a standby 
credit of SDR105.5m ($97m). The World 
Bank, which lent it nothing in 1984, plans 
to lend $231m this year. The Inter-Ameri- 
can Development Bank is lending $200m. 
Mr Reagan complimented Mr Febres- 
Cordero “very warmly on his economic 
policy and the success he is achieving with 
it”, said one senior American official. 


Polish debt 


„o those who have 
not... 


Pity Poland. It does not appear on the list 
drawn up by Mr James Baker, American 
treasury secretary, of 15 countries that 
could be allowed to borrow $20 billion 
from western banks during the next three 





Alternative tin 


When the tin market sank in October, 
everybody said the problem would have 
to be settled within weeks. Three months 
on, how have tin producers and consum- 
ers got by so long without the London 
Metal Exchange (LME) to set prices for 
them? Without much difficulty. 

The LME traded tin both for immediate 
delivery (cash tin) and for delivery in 
three months’ time (futures). Since the 
suspension of the LME’s tin market, trad- 
ing futures contracts has been impossi- 
ble, but the parallel cash market has 
become hardly less busy than the LME's 
was before it stopped trading. 

It took a while to get going. Because 


Tin 
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No cheer here 


years, even though its debts (some $30 
billion) are more than those of most of 
the 15, and its ability to repay them is 
weaker. The main official reason for 


„excluding Poland is that it is not a mem- 


ber of the IMF. Unofficially, note that 
only 2% of Poland’s debt is owed to 


nobody expected LME tin trading to be 
shut for so long, companies’ first reac- 
tion was to postpone purchases. But that 
could not last long. Few firms had stock- 
piles big enough to see them through 
several months, because holding tin costs 
money. Tin processors have not been 
able to change product lines quickly to 
use other metals or plastics (though they 
have begun to substitute yet more alu- 
minium for tin cans). 

It was never a problem to get hold of 
the metal. More tin is being produced 
than consumed. Miners and smelters— 
especially in Brazil—have continued to 
churn out the stuff. The big tin-consum- 
ing companies—the steel giants which 
produce tinplate or the makers of sol- 
der—merely phoned up the tin smelters 
and negotiated directly. 

The only problem was to agree on a 

rice. At first, deals were “unpriced”— 
te, tin was delivered and the purchaser 
promised to pay a price related to the 
LME price when trading reopened. 
When, by early December, it became 
clear that such a reopening was still far 
off, a shadow market developed (see 
chart). The shadow market began by 
tracking negotiations between big pro- 
ducers and established middlemen. Late 
in December, Japanese trading houses 
started negotiating long-term contracts 
with South-East Asian suppliers; and 
Mitsui signed a deal with Billiton, the 
trading arm of Royal Dutch/Shell, to buy 
400 tonnes of tin a month at M$21 ($8.6) 
per kilo. 











American banks, compared with almost 
30% of Mexico's. 

Poland has applied to rejoin the IMF 
after a 40-year absence. It was hoping to 
become a member last year in order to 
borrow from the Fund—in return for 
promising some economic reforms. But 
discussions are dragging on. Mr Jan Van- 
ous, an expert on Eastern Europe from 
the Washington consultancy, PlanEcon, 
suggests that America and other western 
governments (the IMF's shareholders) may 
be reluctant to welcome Poland into the 
IMF until it settles its interest arrears with 
them. Poland has not paid them one cent 
of interest or principal since 1981. 

Where is Poland to find the hard cur- 
rency to repay this interest, so that it can 
then join the IMF? Its hard-currency cur- 
rent-account deficit was about $1 billion 
last year. Imports have already been cut 
to barely half their 1980 level. There were 
lengthy queues outside some shops be- 
fore Christmas, though not nearly as long 
as the ones in the early 1980s. The 
country cannot boost exports much with- 
out first getting some money for invest- 
ment. Poland had hoped for $800m of 
new Official credits in 1985, but the coun- 
try’s finance minister, Mr Stanislaw 
Nieckarz, claims that western govern- 
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One last piece was needed to complete 
the trading picture: new sales organisa- 
tions to enable small-scale miners to deal 
directly with purchasers. An example is 
the All-Malaya Chinese Mining Associa- 
tion, which is now creating a new compa- 
ny, Tin Exporters Berhad. Mr Hew See 
Tong, the association's vice-chairman, 
says its members (mostly hundreds of 
Chinese tin panhandlers) will contribute 
an initial pot of 500 tonnes of tin. When 
the LME’s tin market is up and running 
again, will they find it worth their while 
to return to London? 
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ments are still maintaining a “credit 
blockade” against Poland. 

The governments are piqued that Po- 
land’s commercial-bank creditors have 
been getting better treatment since 1981. 
That was when western governments 
broke off debt talks in response to the 
imposition of martial law. Banks, by 
contrast, were quick to sign rescheduling 
agreements and have since received inter- 
est payments (and some principal) more 
or less on time. The governments’ action, 
in effect giving a moratorium until 1984, 
helped the Poles to pay the banks. 

In July 1985, after the Americans (in 
particular) had dropped their resistance 
to negotiations with Poland, official cred- 
itors rescheduled $11.5 billion of arrears. 
Poland is already talking of renegotiating 
the first payment of interest under the 
agreement, due and unpaid at the end of 
1985, when on January 23rd-24th it meets 
its government creditors in Paris. 

From now on, western governments 
want Poland to renegotiate the terms of 
its bank loans in order to find the money 
to service the official debt. The bankers 
are resigned to a re-rescheduling. 


Consumer credit 


Britons in never- 
never land 








Britons are paying less heed to the stric- 
tures of Polonius about getting into debt. 
An increasing share of their purchases is 
being bought on credit, and a rising 
proportion of that credit is left unpaid 
each year. Many borrowers—nobody is 
sure exactly how many—default. 
Britain’s National Consumer Council is 
seriously worried by the difficulties which 
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people have in paying their debts. At a 
recent conference, its chairman, Mr Mi- 
chael Montague, described debt as “one 
of the key consumer issues of the 1980s”. 
The most recent figures suggest that, at 
the end of 1984, 7% of accounts due to 
members of the Finance Houses Associa- 
tion were overdue; that, in 1983, over lm 
local-authority tenants—about one in 
four—were in arrears with their rents; 
that perhaps 100,000 home buyers owed 
more than three months’ payments to the 
big ten building societies; and that, in the 
year to last June, 94,000 households had 
their electricity cut off for failing to pay 
their bills. Continuing high levels of un- 
employment since then have aggravated 
the problem. 

What is to be done? Studies of those 
who default on consumer loans suggest 
that they are often young, married people 
with children, who take on debts while in 
work and then lose their jobs. The NCC 
conference agreed that it would be silly to 
make it harder for these people to bor- 
row, but made two useful suggestions: 

@ Borrowers need better advice before 
they take on debts, and better counselling 
once they run into trouble. The National 
Association of Citizens Advice Bureaus 
wants financial institutions to pay for 
advice centres which, it.claims, could save 
them money by reducing defaults and the 
costs of recovery. 

@ The way the courts deal with debtors 
needs reform, For a start, why not intro- 
duce a single court with authority for debt 
collection? Different creditors now take 
their claims to different courts, with dif- 
ferent penalties. One creditor has no way 
of knowing which other creditors are 
chasing a debtor, nor whether the debtor 
has enough assets to make a claim worth 
pursuing. Those with large debts can 
protect some of their rights and posses- 
sions by going bankrupt: those with lots 
of small debts cannot. 


Texaco and Kodak 


Court power 


American investors need a lawyer to help 
them read the ticker tape. Two decisions 
last week showed the power of the courts 
to change the fortunes of the country’s 
biggest corporations. Texaco at last won a 
round in its fight against Pennzoil over 
alleged misbehaviour in snatching Getty 
Oil in 1984. It thus earned a respite from 
the threat of being forced into bankruptcy 
by the $10.5 billion (and rising. with 
interest) in damages that a Texas court 
awarded Pennzoil. Two days earlier. 
Eastman Kodak gave up its nine-year 
struggle to compete with Polaroid in the 
instant-camera market after an appeals 





court ruled that it had infringed Polar- 
oid’s patents. 

The best news for Texaco was that it 
need post a bond of only about $1 billion 
of the damages awarded against it. Texas 
law requires a bond for the full amount of 
damages, but Texaco’s lawyers success- 
fully argued in a federal court that this 
would deprive the company of its consti- 
tutional right of appeal by forcing it into 
bankruptcy. 

The Justice Department, among oth- 
ers, is taking a hard look at the precedent 
set by this federal intervention in state 
courts. America’s judicial system is al- 





ready a welter of often-conflicting juris- 
dictions. The Texaco case, for example, 
was tried in Texas under the rules of New 
York State law. Allowing more federal 
intervention, some worry, could violate 
states’ rights, and add to the confusion 
over which laws apply to which cases. 

More important to Texaco, however, 
are arguments over the damages awarded 
under the Texas court's original judg- 
ment, and the validity of Pennzoil’s cas 
Federal Judge Charles Brieant commer 
ed that the Texas court had made an” 
extravagant miscalculation of damages— 
although, unfortunately for Texaco, he 
has no authority to change them. 

To arrive at actual damages of $7.5 
billion (subsequently swelled by the addi- 
tion of $3 billion in punitive damages). 
Texas Judge Solomon Casseb accepted 
Pennzoil’s formula—unchallenged by 
Texaco and based on the value of Getty’s 
oil reserves. Specifically, Pennzoil 
claimed that losing Getty cost it the 
difference between the $3-a-barrel it 
would have paid for the billion barrels of 
reserves it had hoped to acquire with 
Getty. and the cost of finding an equiva- 
lent amount of oil for itself. Given aver- 
age finding costs of $10 a barrel, that 
comes to about $7 a barrel, 

Judge Brieant reckons jurors should 
calculate it differently. Because Pennzoil 
had a claim on only a minority of Getty 
shares—and hence no more right to oil 
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reserves than any other shareholder—he 
reckoned the loss to Pennzoil was no 
more than the difference in “market 


_ value” between the price paid for Getty 


shares by Texaco ($128) and that offered 
by Pennzoil ($1123). With 54m Getty 
shares outstanding at the time of the 
takeover, that amounts to some $800m. 
Texaco argues that Pennzoil has no 
case for damages whatsoever. Pennzoil 
says that Texaco interfered with its con- 


-tracts with Getty shareholders. Texaco 


counters that the Williams Act—a federal 
law which regulates tender offers—for- 


= bids a company from making private 


= contracts while it has a tender offer out- 


standing; so Pennzoil’s “contracts” were 
illegal since they were made after its 


_ tender offer for Getty. 


~ The fight over Texaco’s appeal prom- 
ises to be a long one. But after nearly ten 


years of arguing, Kodak is at the end of 
the road in its patent infringement case 
with Polaroid. A federal judge last week 


ordered it to stop making instant cameras 


_and film because its designs infringed on 
Polaroid’s patents. Polaroid’s share price 
climbed by $14, to $444, on news that it 
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K awarded against the company. It sold 


3 would have the instant photography mar- 


ket to itself; Kodak’s dropped by $1}, to 
$48}. 

Prospects for Kodak’s shares are 
dimmed by the threat of damages to be 
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Start pumping 


more than 25m cameras, plus lots of film, 
which is where most of the money is made 
in photography. Polaroid is claiming 
damages which could total $1 billion-2 
billion. Kodak—with 1984 sales of $10.6 
billion, and about $1 billion in cash—can 
withstand the write-off of much of its 
$230m investment in instant camera pro- 
duction. But damages could add real sting 
to the loss of camera and film sales. 


Beware the Ides of February 


Those who believe that history repeats 
itself in regular cycles, take note. Be- 
tween February 9th and 28th, two very 
nasty cycles coincide. On February 9th, 
the Chinese Year of the Tiger begins. 
This is a year marked out for disasters, 
wars and misery. In this century, previ- 
ous Years of the Tiger have seen the 
beginning of the 1914-18 war, Britain’s 
general strike (1926), the Cuban missile 
crisis (1962) and the first OPEC-induced 
recession (1974). 

On top of that falls a longer cycle 

inted out by a reader in Australia, Mr 

avid McMinn. A refinement of Kon- 


|  dratieff's well-known long-wave theory 


of capitalist economies, it picks on 56 
ears as the period in which economic 
istory repeats itself. 

Mr McMinn begins a sequence in 
1817, a year of deep recession in Europe 
following the end of the Napoleonic 
wars. By 1873, the spotlight had turned 
to America, where speculation on the 
new railroads turned to stock-market 
pak in September that year. The New 

ork Stock Exchange had to close for 
the first time in its (then) 81-year history. 

On to 1929 and the Wall Street crash. 
On October 28th that year, the Dow 
Jones average fell by 38 points (12.8%) 





to 260.64—a fall still unrivalled in per- 
centage terms, Fifty-six years later came 
1985. Oops, that was not too bad a year, 
surely (earthquakes and volcanoes don't 
count for financial cyclists)? So is the 
theory disproved? No, says Mr McMinn. 
The crisis can slip a bit into January or 
February of the following year. So we 
still have more than a month to see off 
before the cycle is broken for the first 
time in 250 years. 

To those who believe in these things, 
the concurrence with the start of the 
Year of the Tiger between February 9th 
and 28th is ominous. Within that period, 
the superstitious might pick on February 
13th, the Ides of February, as the day 
most likely to give us the crash of "86. 

Should March dawn without disaster, 
can the financial world sigh with relief? 
The Year of the Tiger only coincides 
with the disastrous 56th year of Mr 
McMinn’s cycle every 168 years, by 
which time the Dow Jones average will 
probably be as dead as the rest of us. But 
wait: the 1817-1985 sequence is not the 
only 56-year cycle identified. There is 
another that starts with 1763 and the end 
of the Seven-Years War. That recurs in 
1987—when there will be 28 days of the 
Year of the Tiger still to run. 
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Wellcome, the only drug company to 
make a treatment for herpes, seems to be 
trying to put investors off its forthcoming 
share issue. The pathfinder prospectus 
released this week had all the appeal of a 
placebo: not only did it contain no profit 
forecast (odd enough for a company of its 
size), but Wellcome went out of its way to 
paint a gloomy picture (because of ster- 
ling’s strength against the dollar) of its 
prospects for 1986. 

The company is offering 210.8m of its 
shares—a quarter of itself—to the public 
on the London stock market on February 
7th. Around 20% of the shares, which 
have yet to be priced, will come from the 
Wellcome Trust, the charity which at the 
moment owns the company; a further 5% 
is to come from newly-created shares. 
The trust hopes to raise around £240m to 





finance medical research. Assuming an 
offer price of 120p a share, Wellcome will 
be capitalised at about £1 billion. 

About 17% of the company’s £1 billion 
sales in the year to the end of August 1985 
came from the cough and cold prepara- 
tions which helped it make pre-tax profits 
of £121.7m last year, up 37% on 1984. 
What potential investors are more inter- 
ested in, however, are the prospects for 
its anti-herpes drug as a prophylactic and 
its yet-to-be-developed antidote to the 
killer disease AIDS (which is more ad- 
vanced than those of its rivals). 

The omens are not good. The company 
has lost two top scientists in the past year, 
and two senior staff have quit in the past 
couple of weeks: Mr Pedro Cuatrecasas, 
research director in the United States, 
and Mr Bill Sullivan, head of its Ameri- 
can subsidiary. Mr Sullivan’s departure 
leaves Wellcome lacking direction where 
it needs it most. Nearly half the compa- 
ny’s sales last year were in America. 
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Life in the tenth dimension 


Physics is in one of its spasms of excitement. Not since the 1920s, the 
heyday of quantum mechanics, have new ideas come so thick and fast. 
The project: to unify all the forces and all the matter they act on into a 
single scheme. The method: to expand the number of dimensions, from 
“yee of space and one of time, to five; then to 11; and now back to ten 


Diversity is the purist’s dread. Successful 
scientific theories are simplifications. For 
instance, the Russian scientist Mende- 
leyev’s division of all known substances 
into the 92 grouped elements gave chem- 
istry its simple theme. Remember that 
example; much of the unification work 
now being done involves classifying parti- 
cles, including the “messenger particles” 
which transmit forces, into groups in a 
way which echoes Mendeleyev's. 

Unification began in 1861, when the 
Scottish scientist James Maxwell demon- 
strated that two apparently distinct 
forces, electricity and magnetism, were in 
fact part of the same thing—hence the 
principle of the dynamo. But there pro- 
gress stuck. Einstein and others failed to 
unite gravity with this force and, in the 
1920s, diversity reasserted itself. Two 
new forces were discovered within the 

icleus of the atom: the strong force, 

hich binds protons together, preventing 
their positive electric charges from driv- 
ing them apart; and the weak force, which 
is responsible when particles or radioac- 
tive nuclei break up. 

These discoveries increased to four the 
known forces. In 1983, with the final 
confirmation of an earlier theory, the four 
became three. Electromagnetism and the 
weak force were found to be unified at a 
certain level of energy. In the past few 
weeks, experiments have tentatively indi- 
cated that there may be another force 
(fourth? Call it fifth for convenience), 
which does not make the task of unifica- 
tion any the easier (see box on next 
page). 

Gravity is by far the weakest of the 
known forces—the gravitational attrac- 
tion between the proton and the electron 
of a hydrogen atom is 10°” times weaker 
than the electrical attraction between 
them. The new repulsive force, if it exists, 
must be even weaker still. But because 
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gravity is cumulative, an object like the 
sun, which consists of a rather large 
number of atoms, can exert a powerful 
pull. 

The electromagnetic force is some- 
where between gravity and the weak 
force. Radio waves, light waves, magne- 
tism and electrical attraction are all mani- 
festations of it. Like gravity, but unlike 
the strong and weak forces (which oper- 
ate only within the nucleus), this force 
works over macroscopic distances. Like 
gravity, too, its effect declines with dis- 
tance according to the inverse square law. 
Unlike gravity, it is sensitive to electric 
charge; a chargeless particle, like the 
neutron (which, with the proton, is the 
building block of the atomic nucleus) 
cannot be affected. 

Here were four forces quite different in 
power and nature. Worse was to come for 
the unifiers when it became clear that the 
simple model of the world in which there 
were only three kinds of sub-atomic parti- 
cle—electron, proton and neutron—be- 
gan to break down. Particle accelerators 
built from 1945 onwards started to reveal 
a teeming bestiary—hundreds of inde- 
pendently-minded bits into which pro- 
tons, electrons and neutrons degenerate 
when hurled together at speeds near that 
of light. They all got their own Greek 
names; the universe seemed to be becom- 
ing complicated and arbitrary all over 
again. 

A radical solution to the problem of the 
multiplicity of particles was proposed in 
1964 by Dr Murray Gell-Mann at the 
California Institute of Technology (Cal- 
tech). It simplified the universe once 
again by proposing that the multitudinous 
particles were in fact composed of more 
basic ones, the quarks and the leptons. 
Neutrons and protons are clusters of 
quarks, while electrons are single leptons. 
As far as is known, there are 18 kinds of 





Unification defeated Einstein 


quark (six flavours and three colours, in 
the terminology of food-fixated scientists) 
and six kinds of lepton. 

But reduction of the known particles is 
not where the most exciting work is now 
being done. That accolade goes to the 
attempt to explain the forces as aspects of 
a single force. It wants to go further and 
try to unify the forces with the particles. 
A force exerted by one particle on anoth- 
er can be described as an exchange of 
particles between the two of them. 

All the various unification theories 
group the particles of matter (called fer- 
mions) and the messenger particles 
(called bosons) into families, rather as 
Mendeleyev did with the elements. Such 
classifications are called supersymme- 
tries, because they group particles togeth- 
er when they stand in abstract mathemati- 
cal relations of symmetry to each other. 

Such an idea is not as strange as it 
sounds. Remember Mendeleyev. His pe- 
riodic table groups elements into families 
according to their atomic structure. But 
that structure is not immutable. At very 
high temperatures or energies, protons, 
neutrons and electrons cease to exist as 
atomic nuclei surrounded by electron 
clouds; instead, they swirl about as a 
random sea of charged particles, called a 
plasma, It is only at more modest energies 
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Anti-force 


According to Galileo, were it not for air 
resistance, a hammer and a feather 
would fall. atthe same speed when 
dropped. More than three centuries lat- 
er, on the moon and on television, an 
Apollo astronaut proved him right, Sur- 
t prisingly, . an the past few years; some 
physicists have come to suspect that, if 
d hada better stopwatch, the 
-astronaut might have seen the feather hit 
he ground first. In the latest edition of a 
ournal. called Physical Review Letters, 
_ their murmur becomes a shout. | 

Dr Ephraim Fischbach, from Purdue 
ity in Indiana, and others argue 
not that Newton and Einstein are wrong 
-in their descriptions.of gravity, but that 
there is:an additional force at work in the 
niverse. which has hitherto. been over- 
looked. Two modern experiments alert- 
ed them to this possibility. One was in 
, where they found 
è decay of parti- 

s called kaons and anti-kaons: 
‘The.other-experiment was on a larger 
scale, involving the measurement of the 
earth’s gravity for geophysical surveying. 
SA body weighs slightly less at the bottom 
of a deep mine than it does on the 
«surface. This is because there is less mass 
‘underneath it and more above—-a fact 
that has been used to estimate the densi- 
ty of the rocks in.the search for bodies of 
“ore. But where the densities are already 
known, as in cértain mines in Queens- 
land, Australia, the measurements. can 
be used to check the gravitational con- 
x. Stant itself. The most accurate measure- 
_ ments now give values consistently high- 
er than would be expected if, as Newton 









































































with the square of distance. 

` So Dr Fischbach’s team went back to a 
report published in 1922 by the Hungar- 
ian Roland von Eötvös and others as a 
test of Galileo's principle. Using a sensi- 
¿tive torsion balance, the Hungarian sci- 
-entists had compared the acceleration 
: gravity induced in different materials. 
Some of the figures showed slight 
differences between different materials 
in the degree to which gravity affected 
them, but these were dismissed as ex- 
perimental errors. Dr Fischbach thinks 
‘that the discrepancies fit those from: the 
eophysical and particle experiments— 
and imply. the existence of a new force. 
Assume that existence, and the new 


that the elements separately emerge, like 
stals from a cooled solution. 

‘Physicists imagine- that, at energies 
‘much higher than those of plasma, the 
particles themselves—including the mes- 
enger bosons—will cease to. be distinct. 
Only at the moment*of the “big bang”—- 
the apparently causeless explosion which 
generated the universe-—would such high 
_ energies have existed. A few. bilion- 


said, the influence of gravity falls off 


force has three curious features. It repels 
rather than attracts; it is very feeble; and 
it exerts its influence over metres, rather 
than microns or light-years. Unlike grav- 
ity, it acts differently on different parti- 
cles, depending on whether they possess 
a property called hypercharge. 
Of the three kinds of particles. that 

pee up atoms, neutrons and protons 

have hypercharge, electrons do not. Al- 
though atoms contain electrons and pro- 
tons in equal numbers, there are pro po 
tionately more neutrons in. atoms of 
atomic weight—-and the force affects 
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Perceptive Galileo 


materials of different composition 
differently. l 
For example, a lead ball with atoms of 
high atomic weight will feel the force 
more, and thus be slowed more while 
falling, than organic materials composed 
of atoms like carbon with few neutrons. 
The effect must be minute—but- if it is 
real, with no air resistance, feathers 
would fall slightly faster than lead. 
Estimates of the mass of. the particle 
that might carry the new force are 
around 10° electron volts. thousands of 
times lighter than the lightest known 
particles with mass—but significantly 
massive compared with the photons of 
light and supposed gravitons of gravity. 
Such a mass would give the fifth force a 
range of up to 200 metres. Ironically, this 


billionths of a second later the universe 
would have expanded and cooled enough 
for the particles—and so forces—to. begin 
crystallising out. 

Unification might also explain -the 
forces and the particles as pure geometry, 
a feat. that Einstein accomplished for 
gravity in his general theory of relativity. 
He realised that gravity can be viewed not 
as a force acting in space and. time but 


Galileo's p neiple have missed it: physi- 





cists just do | i on an 
everyday scale. Dr Robert Dickie at 
Princeton University and Dr V. B. Bra- 
ginsky at the Moscow Academy of Sci- 
ences have both carried out very accu- 
rate experiments using the effect of the 
sun's gravity, ata range of 90m miles, 
and vindicated Galileo. 

Sceptics complain that it is topsy-turvy; 
logic to argue from three unrelated dis- 
crepancies to a new hypothesis. The 
general feeling amon physicists is that, 
before they start rewriting their theories, 
the experiments will have to be repeated 
more accurately. Even then, as one pro- 
fessor put it, a new force may shake the 
foundations of physics, but it probably 
will not: demolish them. Theorists strug- 
gling to‘unify four forces of nature: may: 
not find a fifth too difficult to include iit 
may even help in the long run. Superstr- 
ing theory, for example, predicts the 
existence of, extra forces, though not 
their form. i 

In-one particular area of physics, the 
new force might help solve a paradox 
and, in the process, explain such trivia as. 
why måtter exists and why time does-not 
run backwards. Among the symmetries 
of physics, there are three discrete ones: 
parity, time and charge. Violations— 
asymmetries—of these are rare but not 
unknown. Parity usually means spin. 
Normally. particles cannot change their 
spin, but this rule is violated by beta 
radioactive decay and by the decay of 
kaong and anti-kaons. There is:a differ- 
ence of just 0.7% in the rate of decay of 
the particle. compared with the anti- 
particle. So both charge and parity m 
metries are violated, a so-called ‘ 
violation”. 

Most particle transformations can run 
either way. In other words, parity, 
charge and time can all be reversed 
together. So a particle moving forwards 
in time is just the same, toa physicist, asc. 
an -anti-particle. (with opposite charge 
and spin). moving backwards in time. But 
in the decay ‘of kaons, the violation 
means that a symmetric reversal is im- 
possible. That 0.7% would end up on the 
wrong particle. The result might be an 
accumulating preponderance of kaons 
over anti-kaons-——just the sort of mecha- 
nism, needed to bring a universe. of 
matter into. existence from a big bang 
that created as much anti-matter as it did ` 
matter. 

















rather.as distortions or ripples in four- 
dimensional space-time, 

Einstein reasoned thus. Galileo dem- 
onstrated that all objects are accelerated 
by the earth’s gravity equally, so. this 
acceleration: must.depend on the struc- 
ture. of space-time itself, not on any 
property: of the object.which feels the 


force; Just as an object's path on the two- 








dimensional surf: f a-bedy—like ancs 















ant walking on the surface of an orange— 
is determined by the curvature of that 
surface in a third dimension, so Einstein 
reckoned that the movement of a body 
feeling the force of gravity might be 
caused by nothing more than the curva- 
ture of space-time. 

Such an idea seems to drive a wedge 
between gravity and the other forces. The 
purist reacts by trying to represent them 
as distortions in space-time as well. In 
doing so, he would succeed in marrying 
together the two great achievements of 
modern physics: general relativity (Ein- 
stein’s account of gravity) and quantum 
mechanics (which gives an account of the 
other forces). The first step on the path of 
purity was taken by a young Russian 
mathematician called Theodor Kaluza in 
1919. Kaluza showed that it was possible 

give the electromagnetic force a geo- 

etrical interpretation. 

The cost was high, though; it required 
that the universe be five-dimensional, or, 
put more comprehensibly, five bits of 
information had to be given to fix an 
event, like the decay of an atom, in time 
and space. It is important to realise that 
representing forces as distortions in time 
and space—as geometry—is not incom- 
patible with describing their actions in 
terms of the exchange of messenger parti- 
cles. The two descriptions are identical, 
because particles themselves can be re- 
garded as nothing more than ripples or 
waves in space-time—and vice versa. 

In 1924, the Swede Oskar Klein 
showed that the predicted extra dimen- 
sion would actually correspond to a real 
dimension in space. But the idea did not 
catch on. For one thing, it predicted that 
particles like the electron ought to have 
masses astronomically larger than they 

tually do. The reason for this, as it 


~--rned out, was that the scheme ig- 


nored—because they had not yet been 
discovered—the strong and the weak nu- 
clear forces. When they were found, at 
the end of the 1920s, the scheme seemed 
to have no way of incorporating them. 


The past revisited 

Since the late 1970s, though, physicists 
have been rediscovering Kaluza-Klein, 
using an expanded form of the theory 
which incorporates the two extra forces. 
This is not without its problems. The 
worst of them is that their models require 
a great many extra dimensions. Don't 
even try to imagine what such a world 
might look like; just think of a physical 
world where it takes, say, a dozen pieces 
of information to locate an event. 

This raises an obvious question: why do 
you see the universe only in four dimen- 
sions? The answer which is most usually 
given is that the other dimensions are 
there, but that space-time is so highly 


curved in them that things which set off 
into them return almost instantly. Picture 
a flat surface all over which are placed 
little balls. You need four spatial co- 
ordinates to specify a point on this com- 
plicated surface; two—horizontal and 
vertical—to locate the relevant ball and a 
further two—longitude and latitude—to 
identify the relevant point on the surface 
of the ball. 

If the balls are small enough relative to 
the observer, he may be tricked into 
thinking that he was looking at a two- 
dimensional world. Modern Kaluza-Klein 
theorists think that something rather sim- 
ilar happens to their extra dimensions. At 
high energies, they may all be present; at 
lower ones, the extra ones may shrivel up 
or—horrid word—*compactify”’. 

The most popular version of a Kaluza- 
Klein theory involved a total of 11 dimen- 
sions. Its adherents envisaged a tiny sev- 
en-dimensional sphere (called a 


seven-sphere) associated with each point 
in space-time. So small are these seven- 
spheres that they could not conceivably 





cern’s first z particle 


be noticed by any measuring instruments 
we possess. An electron microscope, for 
example, can only resolve features down 
to an accuracy of 10°'° metres; seven- 
spheres would have to be much smaller 
than this. 

As a ready rule of thumb, it is not 
possible to see something smaller than the 
wavelength of the ray you use to probe it. 
Smaller wavelengths are equivalent to 
higher energies (microwaves are more 
energetic than radio waves, and gamma 
waves more energetic still). Anything 
small enough to probe for seven-spheres 
would have to be at least a billion billion 
times more energetic than anything that 
can be produced in terrestrial particle 
accelerators. Only in the inferno of the 
first billionths of a second after the big 
bang which created the universe were 
such energies at large. 

Why 11 dimensions? It is. after all 
possible to draw up Kaluza-Klein theories 
in any number of dimensions you like. 
But, according to the brilliant mathemati- 
cal physicist Dr Edward Witten at Prince- 
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ton University, 11 is the minimum num- 
ber of dimensions needed to include the 
electromagnetic, strong and weak forces 
into a Kaluza-Klein framework. At the 
same time, it looks as though 11 is also the 
largest number of dimensions that can 
accommodate “supergravity” in a theory. 

Supergravity is a kind of supersym- 
metry theory which includes gravity. Part 
of such a theory is a description of gravity 
in quantum or “packet” form. All the 
other forces have their own associated 
particles (packets of energy or quanta), 
which transmit them—eg, the photon, a 
mass-less particle, which carries the elec- 
tromagnetism of light. Gravity probably 
has particles, too; indeed, they already 
have names—gravitons—though they 
have yet to be detected. 

The strong force is transmitted by eight 
particles called the gluons. The weak 
force is transmitted in a similar way, by 
three particles, the w—, w+ and Z. In 
1983, the European particle-smasher at 
the CERN laboratory, near Geneva, de- 
tected them and confirmed experimental- 
ly that, at high energy levels, the electro- 
magnetic force and the weak force are 
identical. Dr Stephen Weinberg, Dr Ab- 
dus Salam and Dr Sheldon Glashow won 
one Nobel prize for the “electroweak” 
theory, Dr Carlo Rubbia and Dr Simon 
van der Meer another for the experiment. 

But the unification only works at very 
high energies, in this case about 90 “‘pro- 
ton masses” (matter, remember, is only a 
form of locked-up energy described by 
the formula E=mc’, so mass is a form of 
energy). At lower energy levels, this 
symmetry is broken, rather as the symme- 
try of water—which is uniform in all 
directions—is broken when it moves to 
the lower energy state called ice—which 
picks out axes of symmetry as it crystal- 
lises—or when a pencil balanced on its 
point falls to a lower-energy, less symmet- 
ric position on its side, or when plasma 
cools into elements. 
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The guts of the matter 

Further work, called grand unified theo- 
ries Or GUTs, has established to the satis- 
faction of most that the strong and the 
electroweak forces are identical at the 
even higher energy of 10'* proton masses. 
And, at the so-called Planck energy, 10'° 
proton masses, there are hints that gravi- 
ty. too, is drawn into the picture. 

Until about the end of 1984, an 11- 
dimensional version of supergravity 
(called, curiously, N=8 supergravity, and 
championed by the present holder of 
Newton's chair at Cambridge, Dr Ste- 
phen Hawking) looked to be the favoured 
candidate for capturing gravity. But ev- 
erybody acknowledged that there were 
still formidable problems to overcome. 
Three are worth spelling out, since any 
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plausible unification theory needs to sur- 
mount them, and most aspirants have 
failed to do so. 

The first was that nobody had yet found 
a version of 11-dimension supergravity 
which successfully married up with quan- 
tum physics. Any such attempt to link 
Einstein’s notions about gravity with 
quantum mechanics runs into the prob- 
lem of infinities. Because gravity’s carrier 
particles, having energy, are themselves a 
source of gravity (though a tiny one) they 
must interact with themselves. 

The result turns out to be an infinitely 
proliferating hive of particles. Because of 
Heisenberg’s uncertainty principle, there 
is a finite chance of very massive particles 
flickering in and out of existence at this 
level; these will be associated with strong 
gravitational fields. So, at this local level, 
the strength of the gravitational field 
shoots up towards infinity. The universe, 
by this theory, must be pitted with micro- 
scopic black holes. 

Infinities have been a headache since 
the 1920s. They affect quantum descrip- 
tions not only of gravity, but of other 
forces too. Electromagnetism escapes the 
problem because the particles which carry 
it, photons, are not themselves charged 
and so do not act upon themselves. The 
unification of the electroweak force, and 
the GUTs which bring the strong force into 
the picture, succeed largely by exploiting 
some clever mathematics called renor- 
malisability, which knocks out the rele- 
vant infinities. This option seems to be 
closed to the supergravitationists. 

The second problem remains more 
complicated. At the subatomic scale, par- 
ticles have a property called “spin’— 
rather like, but subtly different from, the 
spin a tennis player puts on his ball. 
Relative to the direction of the particle's 
motion, this spin can be either right- 
handed or left-handed. For the most part, 
it makes little difference which; gravity, 
the strong force and the electromagnetic 
force all act on a particle in a way which 
does not depend on its spin direction, 
rather as gravity is indifferent to charge. 

But there is one crucial asymmetry. 
The weak nuclear force is spin-sensitive. 
So you live in a non-mirror-symmetric or 
“chiral” universe. Unfortunately for su- 
pergravity, it has also been shown that no 
mathematical system with an odd number 
of dimensions can be chiral; Princeton’s 
Dr Witten added the proof that even if 
many of the dimensions are folded up 
very small, no non-chiral world can ap- 
pear chiral. 

The third problem is related to the 
second, Most theories which are explicitly 
chiral annoyingly generate anomalies. 
These anomalies amount to violations of 
the cardinal rules of physics—the conser- 
vation of energy, momentum and charge. 
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Green's cat's cradle 


But if particles were not points, the 
problem might disappear. Say they were 
strings, extended by a small amount in 
one of the dimensions. (It would have to 
be a very small amount because, as far as 
is known, particles like electrons have no 
discernible extension at all.) Then, the 
problem caused by asking what force is 
exerted by a point on itself—situated, by 
definition, at zero distance from itself— 
would not arise. 


And then there were ten 

The chief exponents of this way of 
thought—Dr Michael Green, professor of 
physics at Queen Mary College, London, 
and Dr John Schwarz of Caltech—have 
been preaching their gospel since the 
beginning of the decade and thinking in 
strings for nearly a decade before that. 

According to Dr Green, the break- 
through came in August 1984, when they 
first realised that a ten-dimensional su- 
perstring theory could get the trouble- 
some infinities to cancel. By the end of 
that year still more had been achieved: by 
making the theory chiral, it was possible 
to cancel the anomalies as well. During 
1985, largely thanks to the influence of Dr 
Witten, an influential convert, supergra- 
vity experts became superstring buffs 
with turncoat rapidity. They are learning 
to think in ten dimensions rather than 11 
and in strings rather than particles. 

The details are by no means all worked 
out yet. But the key step is the introduc- 
tion of the strings. They are restricted 
mathematically to only about 10% metres 
long—ie, many orders of magnitude 
smaller than even the most massive parti- 
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cle accelerator will ever be able to dis- 
cern. That means that except at big-bang- 
sized energies, the strings behave just like 
conventional particles. At lesser energies, 
the theory itself collapses into a mere 
grand unified theory. 

More remarkable is that they leave 
very little freedom to the scientist. 
Whereas earlier theories tended to have 
enormous numbers of free variables, 
which need to be carefully tweaked to get 
them to resemble the real world, the 
requirements for infinity cancellation 
turn out to be very strict. 

In fact, it looks as though there are only 
two types of possible symmetry groupings 
for the families of strings. These have 
code names: S0(32) and E8xE8. The parti- 
cles are generated by the vibrations of the 
Strings in space. The strings may form 
either open or closed loops, each kin 
yielding different sorts of particle. 

E8xE8 seems better able to incorporate 
the groups of particles the familiar, low- 
energy world actually contains—the lep- 
tons and the quarks, which come with 
different charges, spins, flavours and col- 
ours. It is a sort of “double group”, one 
side of which might, in the process of 
compactification of the extra six dimen- 
sions, give rise to the right particles. 

What about the other side? This is 
where things get really interesting. This 
might represent a twin universe. It could 
describe a set of string-particles just like 
this world’s (or, perhaps, rather differ- 
ent). The point about such a universe is 
that the mathematics seems to predict 
that the two universes would be entirely 
independent of each other, except for the 
force of gravity. The electromagnetic 
force, for example, would not carry be- 
tween the two types of matter, so the two 
would be invisible to each other, thoug 
sensible through gravity. 

At which astrophysicists (as well as 
budding science-fiction authors) should 
prick up their ears. Estimates of the 
probable total mass of the visible universe 
based on calculations of the mass of its 
stars and their distribution in space seem 
way too low. In order to explain, among 
other things, the discrepancy between the 
apparent rate of expansion of the earth's 
own galaxy (the whole universe has been 
inflating like a gigantic balloon ever since 
the big bang) and the observed strength 
of gravity, there must be some other— 
invisible—source of gravity. 

Past attempts to explain the discrepan- 
cy have included ascribing a tiny mass to 
the neutrino (there are an awful lot of 
them) or assuming the existence of dark 
bodies like giant planets and would-be 
stars which are just not heavy enough to 
ignite. But the “shadow matter” strings of 
another universe might, dream the enthu- 
siasts, provide part of the answer. 
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"Inefficient nationalised industry or response to brute strength? 


Road from serfdom 


THE NEW RIGHT ENLIGHTENMENT: 
The Spectre that Haunts the Left 
Essays mustered by Arthur Seldon. 
Economic and Literary Books. 

262 pages. £4.95. 


For the first two-thirds of this century, 
most intellectuals were on the idealist 
olitical Left, although successive New 
~efts included some intellectuals gone 
mad or plain nasty (for example, when 
they disregarded Stalin's prewar mur- 
ders). The Old Right in those years 
avoided intellectual arguments because it 
was not convinced it could win them. It 
went on triumphing at most general elec- 
tions, regardless. 

Since the campus violence in 1968 gave 
the New Left an illiberal name, the most 
impressive young intellectuals in America 
have been on the political New Right, 
while Europe has passed through two 
depressing decades when it has not pro- 
duced many young intellectuals worth 
remembering. 

In this book, the indefatigable Mr Ar- 
thur Seldon has nevertheless tracked 
down 20 Britain-based academic essayists 
under the age of 40 who can be called 
New Rightish. It is heartening that only 
about six are in any way going mad or 
nasty. Unfortunately, another eight are 
boring. and the thoughtful half-dozen 
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draw heavily on gurus from America. 

The collection confirms one’s hunch 
that members of Europe’s New Right are 
winning intellectually and politically on 
two issues; that they are going to lose 
politically on a third, although intellec- 
tually they may not deserve to; while on a 
fourth issue they are going to split, so that 
half of them may be a nuisance to 
Conservatism. 

The issues on which they are winning 
are that free markets are much more 
efficient and libertarian than systems un- 
der which bureaucrats spend over 40% of 
everybody's money. There is now proba- 
bly a lasting intellectual revulsion against 
the sort of socialist society that “forbids 
capitalist. acts between consenting 
adults”. 

The issue on which they are losing in 
Europe, as a lecturer at North Stafford- 
shire Polytechnic complains in this book, 
is that “my students think that the distri- 
bution of income arising from the market 
is unjust.” This bewilders him because 
the New Right has convinced itself with 
reputable statistics that the distribution of 
income by the state does not, in fact, aid 
the weak. State and trade-union interven- 
tion ensure that income and job security 
are not distributed according to the ability 
to satisfy consumers, but are warped 
instead in favour of articulate people with 
strong political influence. This is why the 
ranks of the unemployed continue to be 


swollen by trade unions with monopoly 
power to grab more money. It is easier to” 
get this view understood in the United 
States than it is in Europe, where some of 
the modern communications media, like 
television, are in public-sector or subsi- 
dised, thus moderately anti-market and 
heavily trade-unionised, hands. 

When the old New Left was committing 
intellectual suicide in the 1960s, it advo- 
cated economic intervention but social 
laisser-faire. One section of these young 
New Right writers, including Mr Graham 
Dawson, wants to reverse both heresies. 
He calls for “more freedom in economic 
affairs, but less in social matters”. To the 
degree that morality is seen as a matter of 
personal approval and disapproval, he 
says, national debate is bound to be 
accompanied by trials of brute strength. 
Violence is seen as the weapon of first 
resort in every local disturbance. Occupa- 
tions, demos, flying pickets and intimida- 
tion become everyday occurrences. From 
the opposite pole of the New Right, Mr 
Andrew Melnyk “welcomes the libera- 
tion of women and homosexuals”; he 
regards “the police as no different from 
any other nationalised industry—ineffi- 
cient and giving its customers bad ser- 
vice”. Mr Melnyk (who is rather suspi- 
cious of Mrs Thatcher) wins the 
intellectual debate, but Mr Dawson (who 
adores her) is expected to win the politi- 
cal one within British Conservatism. 


Blast and aftermath 


THE COLLECTED LETTERS OF 

EZRA POUND AND WYNDHAM LEWIS 
Edited by Timothy Materer. 

Faber. 346 pages. £25. 


Wyndham Lewis, painter, met Ezra 
Pound, poet and classical scholar, in 
London in 1909. They campaigned for 
modernism in the visual and written arts, 
and engineered a movement that Pound 
dubbed Vorticism, whose visual style was 
similar to Cubism and whose literary 
expression demanded “direct treatment 
of the ‘thing’ whether subjective or objec- 
tive”. They launched the magazine Blast 
on the eve of the first world war as a 
vehicle for Vorticism. Lewis enlisted in 
the army shortly afterwards. The war 
destroyed their movement, their ideal- 
ism, and claimed the lives of many of 
their contemporaries. Both men em- 
braced totalitarianism in the 1930s. Lewis 
renounced this aberration at the outset of 
the second world war, having lost his 
artistic reputation but gained lasting no- 
toriety as a fascist and conscientious ob- 
jector, Pound broadcast propaganda on 
behalf of Mussolini. was condemned for 
treason and judged criminally insane; 


73 


coe ee eee ee 


ee ae eee ees Se) ee ee eg ee Tg ee ee eee 


TT?) oe 


= 


MERETE 


Ie + 


PN ee ee ee 


. 

x 

? 

= 
r 

} 

{ 





as le eee 






their collected correspondence gives an 
opportunity to examine at first hand 
where the two men stood in relation to 
each other and to the politics of tyranny. 
Introducing this engrossing volume, 
Timothy Materer admits that even 
Pound's friends often found his letters 
irritating, obscure and difficult to read. 
This explains Pound’s perennial fascina- 
tion for pedagogues; there is room for a 
ream of footnotes in his every utterance. 
Mr Materer has done a thorough, impar- 
tial and unobtrusive job of annotating and 
unscrambling Pound's scribbles, but the 
letters remain of biographical rather than 
~ literary interest. 
Bo Wyndham Lewis, on the other hand, 
could be a thoughtful, entertaining and 
= Considerate correspondent. Despite his 
= reputation as an elitist and a cad, Lewis's 
~ letters from the trenches show how he was 
deeply affected by the suffering of his 
= fellows and theinjustice to which they were 
~ subject. Pound, too, felt outraged by the 
= carnage of a war that killed so many of his 
= contemporaries, but in mourning the loss 
_ to art he missed the human tragedy. His 
= Obsession with the business of art, and 
= later, the grim business of anti-semitism, 
= fascism and Mussolini dismayed even sym- 
pathetic friends. Reading Pound's mad- 
dog letters of the late 1930s, where he 
attacks Jews, the British and American 
governments, Christians, Muslims and the 
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This book is the first edition of what 
will become a standard reference for 
all those involved in the vehicle 
component industry. 
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European countries, providing the 
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British press, is a reminder that, whatever 
his merits as a poet, the man was vicious, 
dangerous, and certainly irrational. At the 
same time, they give no clearer a picture of 
the personality that penned them than do 
the slogans of an obscene graffiti writer. 
More sobering is the fact that Pound 
managed to get 18 letters on his economic 
theory, basically an attack upon money, 
taxation and usury, published in London's 
Morning Post between 1934 and 1935. The 
Post, in Pound’s words, “gave him the 
boot” for calling Hartley Withers, then 
editor of The Economist, a liar. He also 
harboured a non-specific, but oft-voiced, 
hatred of the Manchester Guardian. 

Pound's fascism is a well-debated sub- 
ject. Lewis is often unfairly dismissed as 
an acolyte. These letters show otherwise. 
His wartime experiences led him to fear 
revolution and to believe that the extreme 
right held the key to stability. He devoted 
himself to waging a one-man written war 
against revolutionaries in art and politics 
as a result. In his magazine, the Enemy, 
he called Pound a “revolutionary simple- 
ton’’, lambasted “social credit crankery” 
(the economic theories of C. H. Douglas, 
whose ideas were the model for Pound’s 
economics) and reproached the austere 
T. S. Eliot for not being reactionary 
enough. 

His 1931 book, “Hitler”, was written 
“not as an apology for Hitlerism as much 
as a plausible explanation for its sudden 
emergence”. He was grotesquely wrong 
in assessing, among other things, that 
Hitler was at heart “a man of peace”. He 
wrote his 1939 essay, “The Hitler Cult” 
(which Pound attacks in a sickening dia- 
tribe in this volume), by way of a public 
apology for the earlier work. Unlike 
Pound, he had a redeeming capacity for 
self-parody. He described himself as: 

partly communist and partly fascist, with a 

distinct. streak of monarchism in my marx- 

ism, but at bottom anarchist with a healthy 

passion for order. 
Lewis's politics earned him exile and 
obscurity in Canada for the duration of 
the second world war. Pound’s views 
drove him to treason. Both would have 
been better artists had they avoided disas- 
trous digressions. Lewis was more inno- 
vative, and certainly more skilful, as a 
painter than as a writer, yet spent much of 
his time writing unpublishable prose. 
Pound never recovered from his Vorticist 
ambition to be the centre of a movement. 
His letters to Lewis are full of unsolicited 
suggestions for publicity schemes, possi- 
ble exhibition sites and potential patrons. 

Hemingway said that Pound spent one 
fifth of his working time writing poetry 
and the rest trying to advance the future, 
both material and artistic, of his friends. 
Pound was instrumental in launching 
T. S. Eliot, but had humiliated him with 
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Mad-dog Pound's economics not sterling 


his bel esprit scheme, an attempt to dray _ 
pledges of financial support from various 
patrons to enable Eliot to write poetry 
full time. Lewis warned Pound never to 
try such tricks on his behalf: 

Because in the glorious days we were associ- 

ated with publicity campaigns, that does not 

give you a mandate to interfere with my 
career. If you-launch me or try and force on 
me a scheme which I regard as malapropos, 
you will not find me as docile as Eliot. 
On another occasion, when Pound urged 
Lewis to apply for a Guggenheim fellow- 
ship (despite the fact that he was too old, 
the wrong nationality and not prepared to 
work in America), Lewis replied: Could 
you get me the Nobel prize next year? Or 
do you want it yourself?” 

Pound's failure to create in England the 
mechanism of patronage for art to flour- 
ish led to his dabblings with political and 
economic theory, He came to believe that 
Renaissance Italy under the Medicis an 
his favourite tyrant, Sigismundo Mali. 
testa, created the ideal climate for artists 
to work. Ostensibly, all Mussolini and 
Malatesta had in common were Roman 
noses, but Pound took at face value the 
Duce’s claim that he would refashion the 
glories of the Roman Empire, and that 
poets were part of the scheme. Lewis, 
with hindsight, took a sanguine view of 
their schemes, “I entertained a most 
healthy suspicion of all Pound’s enthusi- 
asms—was I not one of them myself?” 


Setared... 


FROM THE RED ARMY TO SOE 
By L. H. Manderstam with Roy Heron. 
Kimber. 176 pages. £11.50. 


This short, enthralling autobiography— 
revised and filled out, on the strength of 
long talks with him, by Roy Heron soon 
after L. H. Manderstam’s recent death— 
clears up some of the Special Operations 
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he helped to run: “Periwig”, van 
ngenious scheme for sapping the Nazis’ 

onfidence in eachother by bogus wire- 
less messages; and ended the war as the 
ad -of SOE’s Russian section: He: was 
1s well placed to observe, and to do his 
best to obstruct, the foreign office’s con- 
temptible efforts to hand millions of refu- 
gees from tyranny back to Stalin’s secret 


police. 





By 
Noden a, Nicolson. 289 pages. 
£12.95. 


Yaël- Dayan recalls that when she was 
_ working on her first novel, her ‘father 
_ wrote to-her: “As you are writing a book, 
you should put all your efforts into mak- 
_ ing.it-a good one, and when! say“good’ I 
= mean ‘honest’, Posee no harm: in. full 
exposure of inner statements, providing 
you don’t compromise on honesty.” 
An this book—the: most accomplished 
her works—she has taken Dayan‘at his 
“word. The result is a revealing study of 
the man in a relationship, both intense 
and complex, with a daughter who, like 
“her father, is fiercely independent, with a 
sharp, merciless’ perception, Of all his 
ildren, Yaël, the eldest, was most 
“like her father i in temperament and intel- 
lect. A partnership of sorts developed 
between them, which enabled Yaël to 
< have bird's eye view of all the momen- 





















Dayan ’s sige companion ad con- 
i -But in 1973, Dayan left his first 
owl | Ruth, Yaél’s mother, and married 
Rahel: Under her influence, as Yaël sees 
it, he began to change, and as he did, so 
-did Yaél’s perception of him. 

-<2 The story begins at the end: Dayan is 
_ dying in hospital after a long struggle with 
rand. heart disease. On his death- 
x s looks sunken and reduced: But he 
had defied death so many times before 










ult to beli ieve he would 


really die now. Yaël is there, with her two 
brothers. So is‘Rahel, for whom she has 
little liking. The scene is almost biblical in 
mood. Grief-stricken, Yaël Dayan is nev- 
ertheless able to analyse the changes she 
had noted in her father during his last 
days: for the first time, he had shown self- 


„pity; and petulance.: Was it his illness 


weakening his spirit? Or was it a part of 
his moral decline, which Yaél attributed 
to Rahel’s influence?” 

Of all Israel’s heroes, Dayan alone 
loomed larger than life. He was the 


, personification of the spirit that made 
Israel prevail. against seemingly over- 


whelming odds. The world lionised him; 

Israelis saw themselves reflected in’ his 

glamour, and loved him for it. His daring, 

courage, dedication, informality and flair 

were all qualities which separated the 
“new Jew" from his past. 

Dayan nourished a strong bond with 
the soil, on which he was born and raised. 
Yaël writes that the desire to return to 
Nahalal, the farm where he grew up, 
remained with him through much of his 
hfe as a public figure. But it is hard to 
imagine a man like him-settling down to 
the fixed routine of farming life, for the 
precarious circumstances of Israel provid- 
ed the perfect conditions for the develop- 
ment of his genius. A supreme improvis- 
er, he was able to see in a flash a solution 
in the midst of a maze of complexity, And 
he had both intuition and judgment for 
what was attainable and what was not—in 
war asin politics.’ 

Yaél- entered the ranks of the Israeli 
army when ‘Dayan was chief of staff. 
Rather than wilt under the glare of fame, 
she developed into a precociously formi- 
dable person, in whom her father soon 
found a friend and a partner. 

The Six Days War of 1967 turned 
Dayan into a national hero. The Yom 
Kippur War, six years later, tarnished his 
glory. Yaél, who was with him through- 
out that period, relates how calmly Dayan 
took his turn of fortunes. According to 
her, he was always motivated by concern 
for the issue at hand rather than by his 
personal standing. Therefore he never 
sought office or courted popularity. It was 
his concern for what- he regarded as an 
issue of supreme importance that made 
him cross the floor of the Knesset in 1977 
and accept the post of foreign minister in 
Menahem Begin's government. 

Dayan was a loner. People remained 
fiercely loyal to him, despite his aloof- 
ness, his impatience and intolerance of 
weaknesses, because even in his trans- 
gressions and infidelities, which were 
widely publicised, there remained a large 
core of innocence and honesty. But with 
his marriage to Rahel he became, in his 
daughter's eyes, petty; mean, greedy. 

Dayan had virtually cut his children out 
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No hero at home 
of his will, leaving all his possessions to 
his wife, Rahel. It shocked his family and 
friends. But he explained in a letter 
attached to the will that he did this 
because Rahel had nothing to fall back 
on. Was this moral turpitude, as Yaël sees 
it? Or a move consistent with his views 
that the real issue superseded personal 
priorities, just as it was when he aban- 
doned party loyalties and joined the Li- 
kud government? 

To his children, Yaél says, Dayan be- 
queathed a chilling poem: “There was 
something primeval about it. Coarse and 
frightening. The land and the sword— 
these are the necessities of survival. Not 
the Bible he admired, not. Alterman [an 
Israeli poet], not the written word . . . it 
was like a biblical command.” 


Supporting programme 


NATIONAL HEROES: British Cinema 
in the Seventies and Eighties 

By Alexander Walker. 

Harrap. 296 pages. £10.95. 


BRITISH CINEMA NOW 

Edited by Martyn Auty and Nick Roddick. 
British Film Institute. 168 pages. £12; 
paperback £5.95. 


Alexander Walker is a long-standing 
journalist on the London Standard and 
one of Britain’s best known film critics. 
Because he is rich and dresses well and 
takes his relaxation in the company of the 
famous (also, it may be suspected. be- 
cause he is more than usually literate) 
people have labelled him right-wing. This 
is to misunderstand the man. His opin- 
ions, on the subject of everything except 


76 





ahi 


the Philippines, are impeccably liberal. 

A liberal is defined by his tolerance. A 
characteristic of “National Heroes” (a 
sequel to his excellent book about the 
cinema of the 1960s, “Hollywood Eng- 
land”) is the sympathy that is shown 
everywhere for the marginal, the op- 
pressed and the young. As a journalist Mr 
Walker is *‘classless”. People of all walks 
of life interest him, draw out his inquisi- 
tive curiosity. He has a journalist's taste 
for the human, for the story that lurks 
behind the name. 

The names are familiar enough, or 
beginning to be: David Puttnam, Sir 
Richard Attenborough, Lord Grade, 
Don Boyd, Jake Eberts, Derek Jarman, 
Lindsay Anderson. With each sketch, Mr 
Walker brings the man alive by touches of 
freshness and observation. (The same is 
true for the large cast of ancillary charac- 
ters.) It would seem that Mr Walker has 
used his institutional power in the best 
possible way, to get out there with his 
notebook and tape recorder. 

Chapters given over to an analysis of 
individual films, or clutches of films, 
alternate with accounts of the develop- 
ment of the industry over the past 15 
years. One wonders which to admire 
more: the sure sense of form displayed 
over the vast mass of material, or the 
minutely recalled detail. 

Mr Walker is not much of a friend to 
the British Film Institute. In a sardonic 
aside, he notes that while the government 
grant available to the National Film Fi- 
nance Corporation (for making films) had 
stayed put over the decade at £1.5m, the 
grant given to the BFI (which principally 
talks about them) rose from £524,000 in 
1970-71 to £8.5m in 1982-83. 

Some of that money goes to the BFI's 
publications department. A collection of 
essays issuing from it, “British Cinema 
Now”, represents a mixed bag. Steve 
Jenkins, in an essay entitled “A Critical 
Impasse”, lays into weekly film journal- 
ists like Mr Walker for not paying suffi- 
cient attention to “theory” (by which he 
chiefly means semiology and linguistics). 
Unfortunately the essay bears numerous 
unexamined assumptions of its own. For 
example. Mr Jenkins thinks that quality 
of writing and personal taste—the critic’s 
individual power to move and persuade— 
are unimportant. This seems contentious. 

His essay is ponderous and self-regard- 
ing. But a number of the other contribu- 
tions are informative. Nick Roddick, one 
of the book's co-editors. gives an admira- 
bly lucid account of the basic structure of 
the industry. in a sense complementary to 
Mr Walker's. Martyn Auty. the other co- 
editor, is the author of the clever, unpre- 
tentious essay in this book on the relation 
of film to television. 

The tone throughout is mutedly opti- 
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mistic (except for the Marxist essays). 
Odd, however, that the collection lacks 
an article on the film makers themselves. 
Perhaps the BFI thinks they are 
dispensable. ‘ 


British Film Year 
No laughing matter 


“British Film Year”, a publicity stunt that 
critics and cynics alike expected to fail, is 
proving a surprising success. The year- 
long campaign (running until March 
1986) to get people to go back,to the 
cinemas is paying off. British cinema 
admissions in 1985 were up, not by the 
modest 4% that was the original target, 
but by about 37% to some 70m. 

It all began at the Cannes Film Festi 
in May 1984. The sense of a growi — 
“crisis of cinemas” was behind Sir Rich- 
ard Attenborough’s announcement there 
that a film year should be set up and 
publicised. The idea was greeted with 
immediate scepticism by the press, which 
felt that it had heard it all before. Be- 
neath Sir Richard's characteristic flag- 
waving rhetoric, however, the one clear 
aim was to halt the decline in cinema 
admissions and, “if possible”, reverse it 
during 1985, with an increase of just 4%. 

There were two main areas where it 
was thought there was work to be done. 
First came the refurbishing of cinemas, 
long felt to be uncomfortable and imper- 
sonal, ill-adapted, in terms of product and 
service, to the “young person on his night 
out” who is now the cinema's staple 
customer. Secondly, members of Sir 
Richard's committee reckoned the British 
film industry had forgotten how to blow 
its trumpet. It had lost its taste for “ra 
matazz""—some necessary aggressiven» 
at the selling point between product and 
customer. 

A pledge to “refurbish” was taken by 
the two best known exhibitors—ABc. un- 
der the aegis of Thorn EMI. and Rank, 
which owns the Odeon chain. Their ex- 
ample was soon followed by the extro- 
vert. Los Angeles-controlled Cannon 
Classic chain, which recently acquired the 
Star group of cinemas, too, and is now 
bigger in terms of available screen space 
than Rank, 

The problems relating to the theatres 
go back to the early 1970s. During the last 
nationwide bout of anxiety about declin- 
ing audiences. the large old cinemas that 
were not sold off or converted into bingo 
halls had been split up into triple and 
quadruple units. Often the work was 
badly done. The sound seeped through 
from one auditorium to another. The air 
conditioning seldom worked (or it 
worked only too well. converting the 
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auditoria into ice-boxes during winter). 
The screens were ludicrously small—not 
much bigger than the television sets they 
were meant to rival—and placed at awk- 
ward angles to the newly built, paper-thin 
partitions. 

It was unfortunate, too, that the flexi- 
bility of product these conversions had 
been designed to maintain proved some- 
thing of a let-down. This aspect of exhibi- 
tion was increasingly better catered for by 
the smaller, independent groups (Gate, 
Screen, Artificial Eye, etc) and the re- 
gional theatres which sprang up and flour- 
ished, despite everything, during the 
1970s and early 1980s. In addition to 
providing more comfortable and intelli- 
gently designed premises, they had a 
further advantage in maintaining a 
young, enthusiastic, cinematically literate 
staff. 

Rank, EMI and Cannon have each been 
investing up to £1m a month over the past 
year to make their cinemas comfortable. 
The lobbies in selected cinemas have 
been painted, tidied up and carpeted. 
Dolby sound has been installed, along 
with improved automatic projection facil- 
ities. Wherever possible, screens have 
been enlarged, and seating rearranged to 
be less cramped. The results can be 
sampled, in London, at such cinemas as 
the ABC Fulham Road—something of a 
flagship for the ABC fleet—and at the 
four-screen Premiere (Cannon cinemas) 
at the Swiss Centre, Leicester Square. 
These changes have helped to bring the 
“ordinary” cinemas more into line with 
the up-market conditions of the specialist 
middle-class art houses. 

Meantime, there were the provinces to 
think about (only 25% of cinema tickets 
are sold in London). To tackle the task of 
promoting the cinemas again to a wider 
public, the British Film Year team set 
itself up in a London office, under the 
executive directorship of Miss Fiona Haf- 
ton. At first money was scarce. Having 
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set the show in motion, the industry 
backers got cold feet, seeming to share 
the press’s scepticism. 

As a preliminary move, 4,000 (eventu- 
ally 6,000) schools were circularised with 
educational material and study guides, 
Suggesting ways in which film might be 
brought more into the curriculum. Next, 
in preparation for the British Film Year 
“caravan”, the small team dispersed 
throughout Britain. Regional committees 
were set up in 25 cities. Almost for the 
first time in memory, the managers of 
different cinemas, along with arts officers 
and other interested parties, sat down 
together to debate new ways of brighten- 
ing up their wares. A by-product has been 
the founding of annual film festivals in 
several towns like Hull and South- 
ampton. 

The caravan itself was a mobile display 
unit, rather in the manner of an army- 
recruiting wagon. Travelling round the 
country, it stopped in the main square or 
shopping mall of selected towns for a day 
or so every month. The staff unrolled a 
marquee, handed out leaflets and invited 
the citizens to turn up. 

The response was excellent. Shoppers, 
schoolchildren and passers-by stopped in 
their thousands and took part. People 
conquered their shyness as they talked to 
the stars (actors like Michael Palin and 
Jeremy Irons, actresses like Jenny Agut- 
ter and Phyllis Logan) who accompanied 
the show. Something of the cinema’s old 
joie de vivre was recreated. A natural 
curiosity—not just among children—to 
“see how it’s done in the movies” was 
catered for by demonstrations of ca- 
merawork, make-up art and special ef- 
fects. Between March and October, the 
caravan visited 26 different cities. 

For use in the cinemas, a special logo 





was designed for British Film Year incor- 
porating a “strip” of representative Brit- 
ish films. This has been playing before 
performances in cinemas throughout the 
country for the past ten months. It has 
been the fanfare for bright new British 
films like “My Beautiful Laundrette” or 
“Letter to Brezhnev”, but has not always 
heralded such appropriate fare. One of 
the ironies of 1985 was the legend: “Pre- 
senting, in British Film Year, Clint 
Eastwood in ‘Pale Rider’ ”. 

Nevertheless, the campaign brought 
results. Whether this was due to the 
tireless activities of the British Film Year 
committee, or to an exceptionally rich 
crop of feature films, is impossible to 
analyse. But one thing it did prove. Given 
encouragement, the public is as eager to 
see films as it ever was. The questior *- 
where and how that appetite is to 
satisfied. 

Video and television are good ways of 
recalling past cinema experiences, but not 
of seeing films for the first time. Most 
movies were designed to be seen on a big 
screen; much of the artistry that went into 
them is invisible when shrunk down to the 
size of television. Films made with the 
small screen in mind do not even attempt 
many of the effects that can be achieved 
on a wide screen. The supplanting of 
cinemas by domestic screens as the main 
form of film exhibition must therefore 
lead to a lowering of standards. 

In the light of this, the success of 
British Film Year is encouraging. Recog- 
nition for Miss Halton’s efforts has come 
in the form of the first award of the 
Institute of Sales and Marketing Manage- 
ment. Nice for her, but government and 
industry-sponsored funds for the cam- 
paign are due to run out in March. 
present there is no permanent British f 
marketing board. The government should 
know a good thing when it sees one. With 
a relatively small capital outlay, the team 
might be persuaded to stay on. 


... “Letter to Brezhnev" 
wee Sees 





Thel Londen Executive Programme is for 
managers who have established themselves as future 
leaders within the organisation. During the challenging 
ten weeks they spend at the UK’s leading business 
school, they master new skills of analysis, negotiation, 
implementation. This experience benefits participants in 
one of the most productive and creative phases of — 
their careers. : 

It is a cosmopolitan programme. Athird of the | 
partici pants ; are based outside the UK. They are selected 
to achieve a balance across industries and sectors. Each 
-course makes a working visit outside the UK and forthe 

next course this i is to Eastern Europe. 


LA ndon Executive Programme. 


Programme commencing in April 1986 are 
en. Inquiries should be addressed to: 


Virginia Boisot, London Business School, 
Sussex Place, Regent's Park, London NW1 ASA. 
Tele hone 01- 262 5050. x 
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COURSES 


i ae 


Sa 


Policy and Practice in the 
Modern Corporation 16-21 March 86 


Employee Relations || ae Insitute for 


Director: John Purcell 1986 Calendar of future public programmes 


Five key themes are introduced by practitioners and leading 24Februrary Industrial Relations in the NHS 

researchers in the area, covering such issues as corporate PSA TS HSE SBI” DERA aR NS 
culture and management style, the change from industrial to 14March hak t Despres and Trende in the Management 
employee relations, the role of corporate personnel 

departments and employment policies to maximise flexibility 16-21 March Employee Relations: Policy & Practice in the Modern 

and efficiency. Evening themes will examine the economic, Corporation 

social, legal and political environment and the effect on =- : 

company employment policies in the late 1980s. be Aung EMpIOyOG Rolafions 
Price: £900 — residential 18-21 April 13th Annual Industrial Relations Weekend 
wi +p. Conference run, jointly with the IPM 


SSS a a eae 
a Pa - 


"S 


Enquiries to Mary Stuck or Nicola Jones Course Secretaries 


a 


16 May Pay, Motivation and Performance 
The Oxford Institute for Employee Relations is a researchand °8-30May Trade Unions in a Changing Environment 
teaching institute devoted to the development of effective 23-25 June Auditing Employee Relations Workshop 


Latina | 3 
employee relations in British companies 26 June Bargaining in the Next d: The Options 


» Templeton College 


Ar The Oxford Cente for Management Studies Oxford OX1 SNY Tel (0865) 735422 Telex 83147 attn TEMCOL 


UNIVERSITY 
OF VIRGINIA 


THE COLGATE DARDEN 
GRADUATE SCHOOL OF 
BUSINESS ADMINISTRATION 















THE 
EXECUTIVE 
PROGRAM 
86 
June 1 - July 11, 1986 


A demanding six-week international development experience for 
senior functional/staff managers or newly appointed general managers. 
Applicants are expected to have demonstrated the capacity 
to handle responsible executive positions effectively 
and shown promise of further growth. 







Reservations requests, 

and inquiries should 

be sent to: 

Robert R. Fair, Associate Dean 

The Darden Graduate Business School 
University of Virginia 

Post Office Box 6550 

Charlottesville, VA 22906-6550 USA 


Telephone: (804) 924-3000 
Telex: 822422 UVADARDEN 









CONSULTING : 
| secu 8 yon can senen rom minaaa 


E E | 1986 GENEVA 

| eaea mr |Ì] SECURITY ANALYSIS AND | 
aeiia || |Eeeaeanatss || I PORTFOLIO MANAGEMEN 
iw IE are | | PROGRAMME 


} 481-1983, Ext Bre In. NY state | | 
a Sonate tn nt 8s Pot ty of ; -call 1-800-942-1938, Ext. 874. 


3) SEPTEMBER 1-5: 


L. UNIVERSITY DEGREE | , A) SEPTEMBER 8-26: BONDS, AMC FUTURES, SWAPS, AND OP 


Begrens fer people who want to be more etectve and | | Couse 1) BONDS: September 8-12 
secure In thelr Jobs or Professione. : Course Il) FINANCIAL FUTURES AND SWAPS: 
ean a BACHELOR'S MASTER'S: e Oe pote ‘Degree. & ; 

geet ke your foe, miley company Werte, paap , Course Ili) 


is 


ee -E Aunique opportunity for finance professionals including portfolio managers 

thelr achievements in business and q inyestmentandcorporate bankers, and financial analysts who seek exposure 

oben ioral ciate ce Sree yor dapres requirements A to the fundamentals and recent technical developments in the field. 

Send dete rósum on wok a an academic experience or a no | BE, Senior Faculty: 1. t Corp E. Oreon, N. Saidi, S. Schaefer, R. Stapleton 
cast evaluation : Wi : 


PACIFIC WESTERN UNIVERSITY | afiar larani Tel! (022) 34 95 48 0r 348030 adi 





600 N Sepulveda Bivd, Los Angeles, California 90049—Dept 137—USA 


University of East Asia, 
Macau — 
OFFERS YOU 


. Receives full support ‘of Ministry of Foreign 
| Economic Relations and Trade i 
`. Organized in association with University |. One: yeat abet 
: of International Business and Economics, * Lectures prepare 
c Beijing Chinese law expe 
. Two'weeks in April, (13. —~ 26), 1986 ir: Beijing; An opportunity to 
Shenzhen Special Economic Zone, become part-time lega 
Guangzhou, Hong Kong, Macau “consultant in China 
` Unique opportunity to learn from the soürce 
¢ Meet senior Chinese. officials 
we Visit Canton Trade Fair. 
| Benefit from. case studies by experienced 
, China traders from Hong Kong-and:Macau 


For further information, please contact: 


seem senate tht Sms ami tt i ii 


F Pleosé send me detail bofe So pg 
C China Trade Program’ : 
[J]. Master of International Business... 
O Chinese Law Diploma Programi 


: The Program Coordinator, | 
“University of East Asia, Hong Kong Office, 
‘Rm 1719, Swire House, Central, Hong Kong | 
Tel: 5-210261. Telex: 72708 RIWHX | 
OR 
UEA North America Liaison, | Name: __ 





“The Certified General Accountant, Company : 
__ Association of British Columbia, 
1555, West 8th Avenue, 











\ C. V6J ITS, Canada 
(604) 7321211 | Ta: 

















AMA in international Relations offered by the A ONE YEAR MBA : i 


renowned London faculty of The University of 
st i an Califariilars Schoo! of Int. Relations: INDUSTRIALISATION STRATEGIES FOR DEVELOPMENT AND 
Ma a Courses include int. Pol itical Economy, ete MANAGERIAL cheshire 


lg) Foreign Policy Analysis, Strategy, Int. Law, 
it R SE Enterprises, Area Studies, a eansing Cae en 
Earn it in London; ‘+ Students include: Chief Erecútives, Diplomatic] |: Startin September 10, 1986— 
evening seminars Officials, Professionals, Senior Military Officers. Concluding September 6, 4987 


Enquiries welcomed iow from candidates holding a Bactielors Degree for September, February, June entry Con centration A reas: i 


ease send course details to: Name: 
@ Industrial Policy and Strategy ; i 
$ Managera Goel and i information S ort agement 
ana; and In ystems 
THE DIRECTOR, R UNEREN CE seurana, EGENT S COLLEGE, havoural implications of the Strategic Implementation 


ma ona = m — — eee ; Tre gers es on onthe needs and conditions of industrialising countries, with 
a ME pape esd anapeana applied relevant skill generation: 
recognised institution, founded by the Delft. University of 


than 30 years of experience in mani 
GRADUATE STUDIES IN POLITICS co: Tes ard tas mor a ea oe 


For turther information please write to: 
University of Essex ‘ ‘The Head of the MBA Department, 
Department of Government RVB AVB- PO Box 143 . 
2800 AC Delft —The Netherlands 

















































Egna MA Schemes s are offered to gradu” 
Maturo applicants The Department welcomes applications 

Dig for the M. Phil. and Ph.D programmes 

i en waning and thesis} from grad- 
or an ex BA 


eee E TET, Foreign Exchan Exchange R: Risk 
Pn cai 


Bete Bees ||| iateroatioial 
So” Ra Finance 

KELINSTIUEOF || Programme 
WORLD ECONOMICS 18-30 May 1986 __ 


; Each year INSEAD offers its high-level and 
ADVANCED STUDIES IN INTERNATIONAL | || -aene opaca week program natn 


corporate finance. 
; August 1, 1986—May 31, 1987 Executives from companies, banks and 
‘Outline: 


Agate ment institutions learn new ways of assessing 
¿© compact, up-to-date information on the most-important areas of interna- exposure, and of cutting down their risk ut not their i, 






















the impact on their organizations of foreign exchange 
tional economic relations through concentrated courses given by iternational- 


y renowned university: teachers and through seminars given by leading opportunities. 
representatives. of international organisations, domestic policy institutions The programme also examines the recent. 
and international corporations; ‘ 

innovations in international financial markets 


profound training of skills.pertinent, to: international economic analysis, 
methods of empirical research, sophisticated information-gathering, the including foreign currency options, interest rate 


evaluation of economic policies and international business strategies; futures and options, and interest rate/currency swaps. 
signed for economists holding a university degree who are interested in FOR. AD, a re alistic computer simulation run 

in: int y 4 
anea one, academie etulon / govemmental and: itargovermmental throughout the course, gives hands-on experience 
in applying these instruments in uncertain real- world 


economic scenarios. 
Fora brochure, contact: 







Lecturers: 


eroeconomics in Open Economies Jacob Frenkel (Chicago) 
e International Monetary Paul de Grauwe (Leuven) 













o onal Fi Markets” foe Butey (Michigan) | ifer R b rt 

C inancial Marke! unter Dufey (Michigan t 

international Invastment.and John Dunning (Reading) J enn e Ope son 
nternational Resource Management Horst Siebert (Konstanz) 







Development and Trade Strategies Gustav Ranis (Yale) RoomE, Boulevard: de Conétarite, 
ernational Trade and Protection Alan Deardorff (Michigan) F-77305 Fontainebleau, Cedex, France. 


For detailed information write to: Telephone: (1) 60 72 42 46 (direct line) 


Kiel Institute of World Economics Telex: 6903897 
-Advanced Studies — 


Questernbrooker Weg 120. : 
< D-2300 Kiel 1 7 
Fed. Rep. of Germany eho of i 





_ INTERNATIONAL HUMAN RESOURCE MANAGEMENT 


1 $ 
| The Leading Edge 
Be An Executive Symposium 26-28 February1986 


Some companies are acknowledged leaders in the 
way they manage their human resources. 
INSEAD has invited the presidents and senior 
< executives from 25 of them, from Europe and the United 
States, to this symposium. They will share the lessons they 
have learned on their way to being at the leading edge in: 
naging human resources in the international firm 
achieving major organization change 
_ > innovating through HR management 
In addition to the responses of these outstanding 
~ Corporations to tough competitive challenges, the 
symposium offers a chance to hear leading business- 
school academics from both sides of the Atlantic describe 
the state ofthe art. ` 
; You can learn fromexcellent leading- -edge companies 
like Olivetti, SAS, Xerox, ICI, Exxon, Philips, Nestlé, BP 
Honeywell, Digital Equipment, Marks & Spencer, IBM, 
Volvo and more. 


To enroll, or for more information, contact: 
Marianne vee 
INSEAD, Building G, Boulevard de Constance 
F 7508 Fontainebleau, France 

ph one: e: (53-1) 60724189, Telex; 690389 F 


INSEAD) 


_ APPOINTMENTS 


SEMINAR 


Strategic Marketing” 


A one week “total immersion” programme 
at Elvetham Hail, Basingstoke 
2-7 March, 1986 


> A management development seminar, centering 
on essential strategic marketing issues, an 
adopted by an increasing. number of multinational 
companies in their internal training “programmes. 


Based on MARKSTRAT, the world’s leading 
strategic marketing simulation, developed by” 
Professors Larréché of INSEAD and on of the” 

University of Pennsylvania. 


> Organised by Strat*X, specialists in strategic —_ 
management development, and led by Professor 
Larréché and Mark Spelman, Managing Director of. 
Strat*X., 


Information from m Macgaiet Sisley, Programme: Coordinator, 
Strat*X S.A., 73, rue Victor Hugo ~ 77250. Veneux-les-Sablons:... 
France - Telephone (1) 60 70.58 80- Telex: Fiame SHL 


Strat+X 


RESEARCH AND CONSULTING FOR PUBLIC POLICY 


‘Additional members of staff are required: 


| JURUE, a division of ECOTEC Research and Consulting has an 
© expanding programme. of work for both public. and private. sector 
clients in the field of economic development including: ’ 


‘1. Local Economic Development 
@. Feasibility/Market Potential Studies for Major Projects and Sites 
3. Policy Evaluation and Cost Effectiveness Studies 
ployment, Training and Labour Market Studies 
rism and Recreation. 


A SENIO RESEARCH MANAGER. 
_ is required to direct projects in JURUE and contribute to the business 
-< development activities of the company. Candidates should have an 
economic background and at least six years Ja experi- 
ence in one or more of the above fields. 


RESEARCH MANAGERS (2) 
are required to undertake the day: to day management of projects. AU 
background related. to planning. and/or economics is. required. "A< 
postgraduate qualification and several years of postgraduate ; 
experience: 


ECOTEC Research and Consulting is an independent research and 
consulting company committed to applying high level research skills. 
in an environment which demands strong intellectual and inter 
personal qualities. 


The salary offered is.up to £20K together with a company car and 
pensions scheme for the Senior Research Manager post. The 
Research Manager Scale is £10-15K. A profit sharing scheme is als 
in operation. Possibilities exist for equity participation and th 3 


` excellent opportunities for further promotion. 


Please send detailed curriculum vitae to: 
F. E. Joyce, Joint Managing Director, ECOTEC Research and Consulting Ltd, 
Priory House, 18 Steelhouse Lane, Birmingham B4 6Bu. Telephone 021-236 9991. 


JOINT UNIT FOR RESEARCH ON THE URBAN ENVIRONMENT 


URUE-A DIVISION OF 
=e = 


> RESEARCH AND | 





Proof That The 


Health Service Is 
Serious About 


A Health Authority advertising in the Economist? 
it's because we're committed to a matter that's 
central to British business: corporate planning. 


This South London Teaching Authority is 
: undergoing fundamental changes and our shift in 
-service priorities has resulted in a range of key 
objectives being identified to ensure the services 
| provided reflect the needs of the local 
y ommunlly. í ; 


Our new senior management structure will require 

: individuals with highly developed management 
and interpersonal skills, from the public or the 
private sectors, committed to accepting personal 
pres estar hla Az aeng an effective and 
efficient health care service 


_ Head Of Corporate Planning 
` c£24,000 


Your main role will be to develop corporate 
lanning techniques, policies and information 

“systems to enable the Authority to determine 

future requirements and plan new services and 
: capital Soa ments. This will involve 

~convincin manager's of the need to re- 

“think prior ties vor Ith care provision and the - 
future use of its land and bulldings. You will also 
have overall responsibility for co-ordinating the 
development of computer services and for the 
works and estate management functions. 


You ‘should be po otessionally qualitied and have 
gained at least five years’ senior management 
experience including strategic planning. 


A comprehensive informaron package is 
vallable trom . Pollard, Personnel 
4 istr: è vell Health Authority, 
Denmark Hill, London 


oiephone oras 6222, ext 2755/2756. Please 
uote Ref E/CP1 


formal en uiries will be welcomed by Mr J. W. 
Collinson, n, 
neral Manager on 
Donl above number, ext 
Closing date 7 E. 
February 1986. ESA A 


“CAMBER WELL 


HEALTH AUTHORITY 
















































application: March 1 








INTERNATIONAL JUTE ORGANISATION 
DHAKA, BANGLADESH 


nter-governmental o isation, was 
Ín Dhaka, Ba reit uos 
ations in market, to enhance 


means of ae | nd: Marl 
Reduction, tor the benefit of both exporting and 
and 26 importing countries are presently embers o of 6. 


Applications. are ne the following positions in Dhaka: Closing date for 


Senior Officer for Market Promotion. 


Under the supervision of the Director of Projects and Administration, the —, 
will de and co-ordinate 1JO’s work in the fled: of | Promotion, . 
view to maintain and expand, then markets of existing products of jute and teat a and 
finding markets for new prod 


Qualifications a} inst to jee i Marketing; Business Adminstration or a 
required : related di : 


b) Seven ot TO years proessoal experience of Market Promo- : 
ea n inter r 
o Med grence in one or more industrialised countries; © 
Full hs pe knowledge of English. Knowledge of other 
Naton of Mem 
e) - National of vember Hi tt 


Qualifications l a) Experience? in generic commodity promotion including project z 


desirable prepara ration: 
ledge of lTC andor: ther procedures and methods: 
c} Knowledge of Jute products 
Grade : Pé4/P5 (United Nations). 
Duration of i ; A 
Assignment: 3 years (renewable). 
Expected a i 
Fi o, 35-45 years. 


Industrial Research Officer 
Under the ered supervision of the Senior Officer for industrial Research and 


Development and. Industria sre! Cost Reguction, tha Incumbent wil devel and co 
ordinate i40 Peet in specific fields of research, development and cost 
jute industry, with a view to improving manufacturin ring processes: 


uction for 
and... 
new produ sof jute and kenaf. ee 











Qualifications a degree inan indu ia é subject; 
required =: a oh resto ive years’ in. industry and/or 
industrial ra research and: development 

c) Full workin knowledge in 


English. “Knowledge of other of 
language is desirable; 
d) National of a Member of JO. te 
Qualifications a) Experience a inte preparation of projects relating to industrial 

ral ; 

Å ) Knowledge of UNIDO and/or UNDP procedures and methods. 
Grade | P2/P3 (United Nations). ‘ 


Ouration-of ` 


assignment : 2 years (renewable). 






Expected a 
group sss 25-30 years. 


interested candidates should send a detailed curriculum vitae to: 
INTERNATIONAL JUTE ORGANISATION (IJO), ! 
“Attn: Mr lem G. Roos ' 
House No 95/A, Rd No 4, Banani, 
PO Box 6073, Guishan, 
Dhaka, BANG 


$ 


APPOINTMENTS — 

















University of Nottingham or relevant postgraduate experience 


© Deparment ofindusral Economies 24 Nave, strong research interest in GOVERNMENT-INDUSTRY RELATIONS 








A fancy and h 
LecTunEede tical Salary wit be within the range £7,520- RESEARCH PROGRAMME 
£14,925 (under review) per annum. ANGLO-JAPANESE AND 
spare aro invited wily ete Further particulars and application A } -= PAIN 
air Anai romi the earliest forms, returnable not later than 31 ANGLO-AMERICAN 
January 1986, may be obtained from 
Candidates houd jere good ay oF aeii Officer, a hie COMPARATIVE RESEARCH 
<: honours degree wi ere a po- si! Notting! am niversity Al 4 pri 
- fessional accounting qualification and/ Nottingham NG7 2RD. Ret No 1004A. areas poe under Phase II of the Econ 
Oa ed by. the Govern- 
; tte institute of ductivity in British and German firms. pate lkiel Relations Sub-Committee of the Government and 
8 "onomin and Social The candidate should preferably have Law Committee. 
Gemeapeotoamen.” 9 | Appleton re ware tm tion, esac eae and 
The: institute ‘hes two. vacancies for 2. To join the team working’on the plines. Outline applications of no more than 2,000 words shoul d 








ere Caren n nee i, ee institute's model -of the British economy reach the ESRC by 14: March 1986. 
o S and associated work on the forecasts All interested applicants should obtain further particulars 

both plus £1,365 London Allowance. and analysis for. the National Institute from uce, Econom Social Resear pari: 
Candidates should be qualified econo- Economi Review, Dr Tony Bruce, E mie & ch Council, 


: 160 Great Portland Street, London WIN seal 
mists at al more senior appoint- Applications with full curriculum. vitae 
ments extensive research experience, ` and the names of two academic refer- | 
with published work, is needed. Ap- ees by February 10 to the Secretary,’ | 
-pointments are for two years. National Institute of Economie and So- 
1. To join a team ted by 5. J. Prais cial Research, 2 Dean Trench Street, 
examining vocational training and pro- Smith Square, London SW1P 3HE, 










TELECOMS FORECASTING EXECUTIVE | 
_CENTRALLONDON c£11,000pa_ 


How doyou seeyour future? _ 


As a world leader in the highly competitive field of You should have an enthusiastic awareness and- 
; felecommunications, Cable and Wireless operate interest in the very widest field of tele- 
mai tain a wide range of high-technology communications and information technology, its 
‘impact on traditional services arid.on current market 
~ Inordertoretain our lead in this rapidly changing ` trends and developments. 
industry with its increasing demands for techno- Your main responsibilities will be to hel p. analyse 
logical development and innovation, weplacea'vital and forecast demands for new arid emerging systems 
importance on accurate economic and market and existing services, in terms of volume and = 
forecasting: revenue, and to assist in the development of 
Tostrengthen the team ak Gur Central London statistical and computerised forecasting techniques: 
based Forecasting Unit, we are now seeking a This is a fascinating challenge whichoffers © © 
Forecasting Executive who combines a highlevelof considerable variety, thepotentialfor:overseas 
numeracy and literacy (an Economics degree witha travel and excellent career prospects. 
significant econometric element would be expected), Please phone 01-405 4980 (24 hrs) toran 
with at least three years experience inan operational application form or write with full career details to: 
telecommunications environment. Applications will Recruitment Manager, Cable and Wireless p Kg ‘ 
also be welcomed from those currentlyemployed © Mercury House, Theobalds Road, London WC1X 8RX, ~ 
by Public Utility companies. quoting ref 522/E. 






















Helps the world communicate _ 


‘APPOINTMENTS 


ECONOMETRICIAN 


Fish Industi Perisik has a vacancy for an econo- 
mist with a strong quantitative back ground, to jõin a 
small team -on a variety of industry prob- 
Thi tion with responsibilit 
models and undertaking fore- 
mend analysis for use by the 
try licants for this Shak. 








for . 


poir ably possess an ap- 
prop second degrés N Faith at least five years’ 
relevant experience. 


The post is based in Edinburgh and starting salary 
will be in the range £13,500 to £14,500. 


lication forms are available from the Person- 

fficer, Sea Fish Industry Authority, Sea Fisher- 

-ies House, 10 Young Street, Edinburgh EH2 4JQ 

< (Tel: 031-225 2515) to. whom they should be re- 
turned by 31 dnia 1986. 


As one of thie Jbsditg management 
consultancy firms in the UK, we wish to recruit an 
experienced consultant to specialise i in financial and 
economic analysis in the transport sector. 


We would be interested in hearing from 
persons resident in the UK, ‘aged not more than 32, 
who must have: 


~ a good university degree in economics, 
business studies or other relevant subject; 
—. a sound understanding of accounting and 
_ economic principles; 
E experience i ihe friancii analysis of 
~ u. transport operations; 
mn experience of financial and onome appraisal 
_ for investment projects in the transport sector; 
aire experience of developing and using computer- 
ey models i in financial analysis and appraisal. 


We: undertake a range of i interesting 
assignments i in the UK and overseas for 
government, local authorities, and transport 
operators. These cover Planing t for roads and road 



















Victoria University 
of Wellington 
New Zealand 


Applications are invited for the follow- 
ing appointments: 


POSITIONS IN BUSINESS 


{ ADMINISTRATION 


Applications are invited from persons 
qualified to teach and research in any 


| | of the areas of business policy and 


finance, marketing and international 
marketing, organisation behaviour; op- 
erations management and manage- 


ment/decision science. Candidates for ` 


these posts will posess an appropriate 
generalist or specialist Master's, or 
higher degree, and have the ability to 
contribute more widely to other areas of 
the Department's teaching 
programme. 


RESEARCH FELLOWSHIP IN 


INTERNATIONAL MARKETING 
AND/OR PRODUCT INNOVATION 
Applications are invited for an industrial 
Research Fellowship in the Depart- 
ment of Business Administration which 


F inancial and Economic A nalysis 


transport, bus and rail services, ports and air 
transport. Experience across several modes of 


is available for an initial périod of three 
years and may be extended to-a maxi- 
mum. ot five years. The successful 
applicant will be required to undertake 
research and development work in one 
ofthe following areas: International 
marketing and business; Product inno- 
Vation and marketing. A ‘suitable. ap- 
pointee. would have professional quali- 
fications. in science, “social. science, 
engineering, or management; and work 
experience in marketing, product de- 
velopment, or. projects emphasising 
corporate innovation and export 
development... 


Salary will be in: the Lecturer/Senior 
Lecturer/Reader range: NZ$28,000- 
$59,000 per annum. 


Conditions of appointment:and. method 
of application may be obtained fromthe 
Secretary General, Association 
Commonwealth Universities {Api 
36 Gordon Square, London Wi 
OPF: or from the Administrative Assis- 
tant (Appointments), Victoria University 
ot Wellington, Private Bag, Wellington, 
New Zealand, with whom: applications 













































transport will be an advantage, as will be a proven 
ability to work outside the field of transport. 


Our transport consulting staff are based i in 
London. We offer opportunities for career — 
development working alongside accountants, 
economists, engineers, marketing consultants, 
management scientists and information systems 
specialists, High job satisfaction is offered, and there 
are opportunities. for working overseas. 


‘A first class salary and benefits package i is. 


provided (including a car at appro; 
substantial additional salary and 


when working overseas. : 


Please write in confia idence quoting ref: T/JA/6 to 
Dr. D.M. Robertson, Peat, Marwick, Mitchell & Co., 
1 Puddle Dock, ear London EC4 V 3PD. 









nd wa grades); 


owances are paid 





‘APPOINTMENTS 


niversity of Warwick 
| Department of Economics/institute for 


RESEARCH ASSOCIATE 

work on a project to. analyse the 
1984 Workplace. Industrial ‘Relations 
-Survey.. Candidates should have a 


degree in economics or a related © me 


Z techniques, and an interest in labour 


» economics. Salary will be £6,600 inthe 

< Research. Range 1B scale: £6,600-to 

` £8;920 pa (under review). The appoint- 

mënt will be tenable for one year in the 
first instance. 


: Apam aris requiro, me information 


Applica j 

lum vitae ghi copies) and ao the 
names of two referees should be sent 
_ > tothe Registrar, University of Warwick, 
Coventry CV4 7AL quoting Ref No 25/ 
BABE by 31 January 1986. 


University of Canterbury 
New Zealand 
SENIOR LECTURER OR LECTURER 


"IN ACCOUNTANCY 
: Applications are invited fora position; 


Siaecabove, in the Department of Acs 


intaricy from persons. with a higher. 


“versity degree capable of teaching 
courses and conducting research. in 
Management Accounting, Business Fi- 
nance, Taxation or Financial Account- 

“ing. In addition, applications are wel 
comed. from persons qualified i in any of 
the Department's major: teaching ar- 
eas. Both lecturing and practical busi- 
fess experience . are — desirable 
qualifications. ae 


The recently increased salary scales 


“ crun; from NZ$37,000 to. $47,000 per 


annum for Senior Lecturers and trom 


;000 to $35,000 per annum for’ ae 


1S. The University’s modern 
campu ison: the outskirts of Ghrist- 
< ehurch, known: as the ‘Garden City’. 


- “The climate is miid. with ski, mountain: 


_ and water sports nearby. 


: Further particulars and Conditions of 
- Appointment may be obtained from the 
Association of Commonwealth Univer- 


sities (Appts), 36 Gordon Square, Lon 


don WC1H OPF. 


Applications close with the Registrar, 
University of Canterbury, Private Bag, 
Christchurch, New Zealand, on 27 
March 1986. 


University of Manchester 
Manchester Businéss School 


SENIOR RESEARCH FELLOW IN 
MANAGERIAL ACCOUNTING AND 
FINANCE 


qualified candidates for the above post: 
salary range £14,136 to £17,705 (un- 
der review). Further particulars and 
application forms (returnable by’ 31 
January 1986) from the Registrar, The 
University, Manchester M13 9PL 
Quote ret. 267/85/E 1. 


Applications are invited from suitably 


epandanie fos must be resident 


in UK. or Ireland. 


KONINKLIJK INSTITUUT VOOR DETROPEN B. 


Mauritskade 63 1092 AD Amsterdam Telefoon (020) 924949 


The Rural Development Programme (RDP) of the Royal Tropical institute is involved in 
planning, implementation, management and evaluation of projects and programmes 
throughout the developing countries. Services are aired at the interaction between 
consultancy, research and training. The following staff members to be recruited are 
to function within. the -RDP-sections for Agricultural Development and Development 
Planning & Food Policy: 


AGRONOMIST (FOOD CROPS) 


« Specialised in production and extension of tropical food crops 
e acquainted with the farming systems approach. 


AGRONOMIST (TREE CROPS) 
e acquainted with relationships between tree crops and other aspects of a 


systems and/or agroforestry systems 
e acquainted with the function of tree crops in watershed management. 


SOIL CONSERVATION EXPERT 


e with specific knowledge of development of rainfed agriculture techniques on erosion 
control and soil and water coriservation. 


_ AGRICULTURAL ECONOMIST 


ə specialised in farm management economics, small farmer development and moni- 


toring & evaluation 
e acquainted with regional/sectoral planning and institutional infrastructure. of agricul- 
tural development. 


Candidates should have 5-6 years of fieldwork experience, be willing to go abroad for 
shórt- and long term assignments and be fluent in English, as well as French. 


Please write, enclosing a curriculum vitae mentioning your fields of experience and 
interests in research, publications, etc. - before February 28th, 1986 - to the Royal 


» Tropical institute, Dept. Personnel & Organization, Mrs. Rita Y. Loupias, 63, Mauritskade, 
a 1092 AD Amsterdam, The Netherlands. 





\PPOINTMENTS «| COURSES 


Lincoin College. Oxtord we 
beet fee beginning in — 1986. The duties | * AX University 
; include six hours/week (during term) A; 
Oxford Institute tor undergraduate teaching at Lincoln and de la Romande : 
: advanced research in applied econom- sx ei | 
SEARCH FELLOWSHIP IN ics (energy) at OIES. Candidates Apoy Pie nom oraa rona France and really becoming fluent. 
INOMICS should be under 32 years of age on 1 wiss University offers degrees: Also vacation and learning plan, 
October 1986. to mid-career adults over 25, 
Ln Coleg rth vor Further. paniculars “ash ba. obiad entirely at home and with full 
ora jC from the Director, OIES, 29- New Inn ae: i ne 
omics tenable in both institu» Hall Street, Oxford OX! 2DX, Tel: ay The French and: American Sudy. 
The appointment which is open (0865) 250468. Applications should be ) GEQ, ENGLAND || | Center, BP 176-Lisieux. 14104 
and women is for five-years submitted by 7 February 1986. Tel (0284) 62984 (24 hours) | we atit 


THE SUNDAY TIMES pnamnnann 
is seeking an Economics Editor. This is a senior post of e CUT THIS OUT and 


considerable importance. in our coverage of national and 


vine E ENJOY LEARNING FRENCH L 


Ivan Fallon 


Deputy Editor Whether you need French for business purposes or togetthe most -- 
Bind Sen. Times out of [pedo saa abroad, living the language i is the only wayt to. 
Grays inn Road : learn it proj iss 

Ceran is a chateau in the: beautiful countryside of the Be i g 

London WC1X 8EZ Ardennes, near the town of Spa, where you live and learnin French. == 
Small groups and private lessons, plus language laboratory, with = 
tailor-made programmes for individual needs, ensure real progress. 
We provide good accommodation, good food, good company, good 
facilities for sports and exercise - Tnd good teachers. Come and 
learn, and enjoy yourself. 
We teach embassies and companies, EEC and SHAPE, groups and 


‘ s > individuals. And there are special terms if you bring the family. 
SSIS an For complete documentation, cut out and send this coupon. 
: i : | am interested in courses for: : 
amen -ae - Adults Young People 
conomist sage ae 
LONDON SWI upto £14,967 wate | Ni i 


The Economic Planning Division of British Gas requires an 
Assistant Economist. 


You will be responsible for the provision of a range of \ 


: Riviera. State agë goal level and 
credits for life/career experience, T F time available, 

















services to the Economics Department, including the 180, Avenue du Chateau, Nivezé, B-4880 Spa 


preparation of a regular economic bulletin and the Belgium, Tel.: 010-32-87-77 39 16. Telex 49650. 


development of ing a analyses. Statistical and ~~ = a — om = am = 


computing work will also form a large proportion of the 
duties. 


This position demands originality of thought, analytical INTERNATIONAL PROPERTY _ 
ability, the capacity to write clearly and concisely and a 


strong background in statistics and computing. Familiarity CLEARANCES AEH ALF PRICE OFFERS 
with the cost structure of a commercial organisation and/ 
or energy economics. would be useful. Last chance to buy a bargain from nti s number oe penae 
Applicants must hold a good honours degree in company. A once only payment buys you a luxury six person villa foreverin 
the grounds of historic Broome Park (1635) near Canterbury. A wide range 
economics oa related subject, and have at least two of Free facilities can be enjoyed by n ce family inching golf as 
years relevant experience. star exchange membership of Interval International which enables you to 
Salary will be within the rande £13,130-£14,967 visit more than 500 resorts throughout Britai the world. 
cepending: rl ications and experience. Benefits are + LOW SEASON CLEARANCE PRICE £475 plus VAT. (List £980) 
ose normany associated with a large progressive * EASTER WEEKS STILL. AV. AILABLE £2,475 plus y AT (List £4,950) 
organisation and include alsalar assistance where * JULY OR AUG. CLEARANCE PRICE £2,975 plus VAT (List £5,950) 
appropriate. i * MAY OR OCT. CLEARANCE PRICE £1,975 plus VAT (List £3,950) 


- = To apply, please. write giving full personal and career Ba 
? ne rgains also available at our. other resorts in Spain, Portugal and Malta. 
details and quoting ref: ECP/01137/142, to: Why buy elsewhere when you can enjoy 5-star quality today at these prices 
Senior Personnel Officer [HQ Services], British Gas, along with our many other thousands of satisfied families? Interested? Join“) © 
gg Bryonia Street, London WIA 2AZ. us for a FREE lunch with wine without obligation (all offers close 31-1-86). 


GULF LEISURE INTERNATIONAL PROPERTIES PLC. 
THE BROOME PARK ESTATE, NRC. BURY, KENT CT46QX 


TO BOOK AN APPOINTMENT OR OBTAIN 
my ig YOUR FREE COLOUR BROCHURE, CALL (0227) 831701 
British Gas?’ nk 


EN 21 21:2! opportunities employer MER 





TERNATIONAL PROPERTY 


Proprietor of a large property with 
a private white’ cn beach and 
bay. Summer all year round. 45 
minutes from international airport. 

' Communications facilities. Look- 
ing for serious investors to devel- 

| op hotels and leisure complex. 

‘ Box 3458, The Economist News- 


paper Lis, 25 St James’s Street, 
SWIA 1HG. 


“SWITZERLAND 


_ LAKE GENEVA or MOUNTAIN RESORTS 
Oreigners can buy lovely apartments: or chalets with magnificent views. 
INTREUX, VILLARS, VERBIER, LES DIABLERETS, CHATEAU D'OEX NEAR 
‘AAD, LEYSIN, Prices fram SFR 123,000. Mortgages. up to.65% at 64% interest. 
Av. Mon-Repos 24 Tel (21) 22 36 12 
CH-10005.Lasuanne E 20 8997 
Switzerland : Tix: 25185 melis ch 


BUSINESS OPPORTUNITIES 


USA 
company seeks additional capital to. promote revolution 
breakthrough in the nut industry. Over 300% increased 
Projected returns reach 52% annually for decades. Partici- 
ement Company guaranteed. ; ae 
j; .Triservice SA, 7, chemin, Maisonneuve, 1219 


ALGARVE—PORTUGAL COSTA DEL SOL 
Invest in sunny 7} hectares of land near es ; me 
sea shore of Praia da Rocha, Portimao, Prime beach front. property in Marbella: 
where it is possible to build large scale area for immediate development of 450 
turistical house complex. sy a 
Unique property of this size available in 
this area. 


SWITZERLAND 
Sale to foreigners authorized _ 
Buy your STUDIO, APARTMENT or CHALET on LAKE GENEVA, MONTREUX 


"oF in one of these prestigious summer and winter-ski resorts; CRANS-MONTANA, 


VERBIER, VILLARS, LES DIABLERETS, CHATEAU-D’OEX/GSTAAD & JURA 
from Str. 110°000.— 60% credit at 6'/2% interest for 5/20 years. 


y 52, ruede Montbrillant Tél. 41-22/34 1540 
REVAC S.A. CH-1202GENEVA . _ Télex 22030 


SOLVAY & CIE S.A. 
The Directors of the Company have declared an interim dividend: 
for 1985 of 70 FB net on Bearer Shares, 


UK tax will be deducted from the net dividend unless lodgements. | _ 
are accompanied by the necessary affidavits. 


Payments can only be made to. persons residing outside the — 
Belgo- Luxembourg Customs Union. 


Under the terms of the UR Belgiim Double Taxation Convention 

shareholders residing in the UK are eligible upon submitting a 

duly completed Form 276 Div (GB) to a partial reimbursement of 

pegan withholding tax equal to 13.33 per cent of the net 
ividend. 


Further information if required can be obtained from the above- 
mentioned Agents. ; pes 





BUSINESS & PERSONAL 


FURNISHED LETTINGS SW London, 
‘Surrey, Berkshire. Contact MAYS, Ox- 
© shott (097 284) 3811. Telex 8955112. 


| ‘Speak a language 


AUTHORS! Send Your Manuscripts. 
Biographical, Fiction, Travel, Poetry, 
etc: for Book Publication. Reasonable 
terms. Stockwell. Dept 75, Ilfracombe, 
Devon, England. (Estd 1898). 


AFGHANISTAN 


Since 1980 the Afghanistan Relief 
Committee has been sending medi- 
cal aid, food, and support. for schools 
to villagers inside Afghanistan. ARC 
is the primary US support ‘source for 
Médicins sans Frontietes and others 
who risk their lives to bring in help. 


For more information or to senda 
contribution, please write to: Dept 
E, Afghanistan Reliet Committee, 
Suite 4100, 345. Park. Avenue, New 
York, NY 10154. 


Stance to masters foreign 


St 
{01)997 1647 


Austin Kaye will buy any good used watch. 
x Top prices paid for Rolex * Piaget * Cartier = Vacheron % Patek. oe ig 
..% Gold repeater Pocket Watches. aw aaie 
p: Send your watch by registered 
past, orcome in fora free 
valuation now. Payment 
made by return of post. 
# Our £250,000 purchasing 
power and 40 year reputation "yy, 
in The Strand is your guarantee. 


Suite onsite 18%, 2 at Kensington Church 





money 
F- Member of Nat Association of Goldsmiths 


PUBLICATION 


, ralked i wih | 0 Sand. Landon We OME | 
roum Tet: 01-240 1888 





FEONOniisi 


foneanoss [Nternational 


-The response to the launch of Textile Outlook International has been 
overwhelming. 


“START YOUR SUBSCRIPTION NOW AND GET THE FIRST TWO ISSUES FREE. 
Reports in the January issue include: 





c% SPAIN'S AND PORTUGAL'S ENTRY INTO EC TEXTILES: opportunity or threat? 


4% SURVIVAL STRATEGIES FOR THE US FIBRE-TEXTILE-APPAREL PIPELINE 





% ALTERNATIVES TO THE MFA: a report by Professor Silberston 
X BRAND LICENCING: Murjani ‘International's Strategies for apparel marketing 


Whether you are involved directly in the textile industry, or areas associated 
with it, can you afford to be without Textile Outlook Inte International? 





[ E Piease enter an annual subscription (6 issues) to Textile Outlook 
International and send issues 1& 2 free. 
“Prices including postage: C UK & Europe £198 E USA & Canada $384 
{J Rest of World £211 E Please invoice me 

| E enclose a cheque for, to The Economist Publications Ltd. 

















COMPANY 





on 


| “ADDRESS 


| The Economist Publications Ltd "eor! 25s mess st 


| Subscriptions Dept. (EFP), 40 Duke Street, London WIA 1DW in tondon. Reg. No: 4775672 


| iat ni San 





Seine. nina” aia 


OVERSEAS POSITIONS | 


Hundreds of top paying. positio 
able now, Tax-free incomes. Many: ats 
tractive benefits, Opportunities for all-oc- 


cupations, skilled trades, professionals. | | 


management, technical personnel etc: 
Free details: 


Overseas Empi 
EC, PO Box di Box 


SILICON VALLEY 


Your own office in the San Francis- | | 


co Bay Area. British company: will 
represent you and also co-ordinate 


legal, financial, public relations and | 


other matters. 
Call International Services 0101 


415 329 0622 after 3pm UK time... 


65% PROFIT 1984 

274% PROFIT 1985: 

Managed Commodity Accounts: 
IMUM Peed ENT 


Contact: pail Re Reed 
ymanco Ine 
5501 Seashore Drive 
ort Beach, Calif 92863 
el: 714 646-2434 


Dorset Square Hotel | 


A small elegant English country house : 


hotel in the West End and close tothe 
City. Superb accommodation and-excel- 
lent service. Ideal for the business person 
staying a bit longer in London. 

‘or reservations contact: 


Carol Smyth. Telephone 01-723 
7874, 39/40 Dorset Square, London 
NW1 CQN. Telex 263964 Dorset G, 


CUT THE COST OF 


YOUR STAY IN LONDON | 


Take a furnished; “self-contained: service 
apartment: in Knightsbridge, near Harrods. 


Fully equipped: kitchen-dinette,. bathroom,” |. 
phone, colour TV, central heating, elevator. 


Suit 1-2 persons. Brochure by airmail, 


45 à 
Tel: 01-584 4123 


Knightsbridge Service Apartnventa 
Ennismore LONDON SW7 


at fom p Fam of our Royal, BAA 3y 


“pub 
scripts of all types: fiction, non-fiction, 
oetry, scholarly and juvenile’ works 
rete, New authors. welcomed. For ¢ 
‘plete. information, send for free boc 


, |.$-92, Vantage Press, 516W, 34 St, 
i ‘New York 10001. 


Comprehensive facilities tor your tem- 
porary base available from 1 March— 
contact Harare Zimbabwe: 


Telephone 263 0 47978 
Telex 2195 JHASS ZW 


HOTEL NUMBER EIGHT 
a small luxury hotelin London's 
est End 
excellence in comfort & service 


Single bedroom £33 inc. vat 
Double or Twin £40 inc. vat 


* sumptuous buffet breakfast * € 
our tv, radio * direct dial telepho 
hair dryers * tea/cottee/ch 
bedroom” "most fooms private 

: ; facilities 


“HOTEL NUMBER EIGHT, 
’s Gate 





ECONOMIC AND FINANCIAL INDICATORS 


OUTPUT. DEMAND AND JOBS The volume of retail sales rose by 3.2% in West 
Germany inthe 12 months to November. British retailers enjoyed a 3.0% growth in 
sales in the year to December, but British unemployment rose in that month to 13.2% 

of the labour force, after three months of decline. From this week Spain is included in 

all our tables. It has by far the highest unemployment rate (20.4% in November), but 

Spanish retail sales rose 12.0% in the year to August. 

y ange at annual rate 


. Industrial production 
3mthst 1year 3mthst 


+25 +19 Boe 


retail sales 


: unemployment % rate 
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(PRICES AND WAGES In December, the 12-month rise in wholesale prices slowed 
to 1.0% in America, 0.8% in West Germany and 5.0% in Britain. American wages 
rose 3.1% in the year to December and Japan’s by 3.8% in the year to November, but 
British workers showed no sign of moderation—earnings jumped 7.5% in the year to 
November. ‘Spain's inflation rate was 8.4% in November, second only to Italy's. 


% change at annual rate 


wholesale prices’ wages/earningst 


3mthst 1 year 
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except Australia, weekly earings; Japan, sella and Switzerland, monthly e RE 
eamings; UK, monthly earnings for all empio) 














wage rates in manufacturi 


ee World’s largest exporters in 1953 and 1984 (% of total trade) 


Q w Ro LA 6 8 10 


Sd 
19°0 


United States see 
Britaj: e i ‘$ 
West Germany: $ 


o Belgium/Lux, - 
Holand : 
Australia 


: hree countries combined: oi, 
1984, however, its dominance had. 


jy) Japan ad massively expanded 
their xports. Of the top 20 exporters 
i 3, only 14 were still in the list in 
otable departures included 
lia, India and Argentina. The | 
mers were led by Saudi Arabia, 
wan and South Korea. Surprising- 
pore stood still, at number 20. 


Switzerland > aa 
india... : 
Argentina... as 
Czechoslovakia im 
Denmark 
Singapore. - 

Source: GATT 





OSO 
THE ECONOMIST COMMODITY P 
INDEX Platinum prices touched an 18- 
month high of $364 an ounce last wee 
after Impala Platinum, South Africa’s 

the world’s second largest ‘producer 
sacked 20,000 striking miners. Sou 
Africa accounts for 90% of 

munist output. In contrast with other ‘pr 
cious metals, platinum prices rose by a 
third in the second half of 1985. Industrial 
demand was up 10% last.year, and 
investment demand was also rena 
Thus, after five years of surplus, the 
market swung into a 115,000-ounce.defi- 
cit in 1985, The shortage is expected to 
continue this year. 


1980= 100 


Jan? Jan 14 


Industrial 

All 

Nfa* 

Metalst 
Sterling index 
Alliterns 
Food 
Industrial 

All 

Nia* 

Metalist. 
son index 
Ali items 
Food 
Industrials 

All 

Nfa 

Metalst 
Gold 
$.per oz 329.75 340.25 
Crude oil (spot) Arabian light 
$ per barrel... 27.75 27,05 


752 


United States -- 
West Germany 
Japan. 

Britain 

France e 


Saudi Arabia -M 
Taiwan 





Change in share of world 
trada, 1953-84: 
©@ increase 
© decrease 
Switzerland 
Ghini iss 
Mexico... + 
Singapore... Bg 


applicable to all tables, All figures seasonally. adjusted except where otherwise stated. “Not seas. adj. Average of latest 3 monine , 


average 01 


months at annual rate, n.a. Not available.: Small ee in brackets denote month of indicator. 














































:CONOMIC AND FINANCIAL INDICATORS 


1982, when Mexico announced that it 
could not sérvice its debts, most coun- 
tries got loans from syndicates of 
international banks. Since then, that 
type of borrowing has slowed. The 
Bank of England reckons that in 1985 
syndicated credits amounted to only 
$37 billion, out of a total of $245 billion 
raised on the international capital mar- 
kets; and barely half of that was 
“spontaneous”. The rest came be- 
cause banks had their arms twisted as 
: part of a rescheduling agreement. The 
capital markets have turned to more 
-marketable forms of lending. The big- 
gest last year was fixed-rate bonds 
($105 billion), mostly issued by bor- 
rowers from. developed countries. 
Floating-rate notes and note-issuance 
facilities, which both carry terms simi- 
lar to those on bank loans, have also 
blossomed. 





‘International capital market 
activity 


; SNE 
Note-issuance? 


~- 


Z Spontaneous 7 
Z 


4 
AEE? 


1980 81 
‘Source: Bank of England 














Trade balance current- Trade-weightedt currency units per $ currency units foreign stt 
$bn = i account exchange rate 
latest _ latest 12 balance $bn 
month months latest 12 mths latest year ago latest year ago per £ 


~ 0.1212) 


a OD 
0.06 9) 2 






FOCUS: FOREIGN LENDING Until 





current account was in surplus ($1.8 billion) thanks to tourism. The dollar's trade-weighted index rose 1.0% during t ee 
Sterling regained 0.8%. Starting this week the table also includes exchange rates against the ecu, the European currency basket. 





WORLD BOURSES wall Street slumped 3% in the week on fears of higher interest” 
rates; London's fears became fact, knocking 3.6% off prices. The bulls charged in” 
Spain—prices rose 6.7% during the week, but they remain 23% below their peak. © 








Stock price indices % Change on 
‘Jan 1985/86 one one record 31/12/84 
14 high low week year high in local’. - 
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Australia 10522 715.3 +16 3, -03 +445 

Belgium 20967 -15 +287 73 

Canada 6 2348.5 -27 +175 84 

France 282.3 180.9  =30 +423 743 

W. Germany 21064 TIB +38 +8517 

Holland 267.0 1856 ~ 14A +868 

Hongkong 1826.8 12207 -18 +339 

Ny e eaa a 220.6 + 30 ___ +89.4 

Japan 142928.6 131369 115452 -05 +93 -16 

Singapore 634.0 852.7 596.2 + 0.6 17.7 

South Africa 1101.6 11128 7671 + OT -+347 

Spain 108.6 108.6 739 + 67 +380 -234 +46. 

Sweden 1819.2 1907.2 12653 -34 4887 

Switzerland 596.1 625.5 388.7 -26 +478 i 
Koo 10943 1149.6 g0  =36 _ +138 -48 +149 +4828. 
USA 1519.0 1565.7 11850 = 90 +234 = 80 +25.4. +254 


MONEY AND INTEREST RATES The 12-month increase in Japan's narrow money . 
supply slowed to 3.4% in November, but the growth in its broad money quickened to 
9.5%. Money-market rates rose sharply in Britain. 


Money supply Interest rates %- p-a; (Tuesday, except bonds which are previous Friday) 














% rise on yearago Money market Commercial banks -Bond yields Eurocurrency 

Narrow Broadt Overnight 3months Prime Deposits Gov't Corporate Deposits Bonds 

(M1) lending 3 months long-term 3 months 
Australia _+7.3__+18.5(11) 19.00 19.15 2060 18.90 1390 1290 1844 na 
Belgium +49 + 6.2 (6) 9.50 960 12.50 9.30 994 10.56. 10.25 na 
Canada +932 +6302) 10.090 1015 10.50 1015 4056 1072 10.00 1072 
France +78 + 71 (6) 900 906 1060 906 A04 11.63. 1219 10.66 





W.Germany + 5.5 + 44(11) 460 475 750 432 680 65—47 _ G74 
+ 9.2(10) 550. 6.75 780 575 67 1277 5% 7% 
+14.7 (8) 1475 1513 16.00 1150 1320 1323 186.94 Eg 

lapan + 34 +951) 688 656 550 350 60? 66- 


























Span + 96 +13.3(10)” 905 1057 1500 650 13.04 1335 
Sweden na +0410) na 1260 1505 1235 12.16 1325 
Switzerland + 48 +51) 269 413 725 400 453 490 
UK 4171 414.411) 688 1841 1350 1290 10.88 17-86 








USA +116 + 7.9011) 7.88 7.65 9.50 80 973 10.75 
Other key rates in London 3-mth Treasury Bills 12.2%, 7-day Interbank 12.3%, clearing banks’ 7-day notice 6.5 
Eurodollar rates (Libor): 3 mths 8.3%, 6 mths 8.3%. 


4M2 except Australia, Canada, Spain, Switzerland, USA, W. Germany, M3, Japan M2'+ 
rates quoted availabie.on request. Sources: Banco de Bilbao, Chase Manhattan, Chase 
(Belgium), Nederlandse Credietbank, Credit Lyonnais, Svenska Handelsbanken, 


rates are indicative only and cannot be construed as offers by these banks: = ~ 




































“9.96(11) 
0.12010) 
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“Canada, Australia, Japan, France'and UK imports fob, exports fob. All others cifffob. Bank of England index 1975= 100° ft fexclut 
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76th NORTH-WEST-GERMAN STATE-LOTTERY 












This extraordinary chance and others ar 
ed NORTH-WEST-GERI 


S 





ithin the period of 


will amount to about 


class per month. 








ssg r chances in each of the four weekly draw 
ings. The 6th class offers you 
ze-money increases from draw to draw. All drawings are supervisec 


ite auditors 





7 chances — that is 7 chances to win! The 





Staatliche Nordwestdeutsche Klassenlotteri 
he 76th NORTH-WEST-GERMAN STATE-LOTTERY runs from April 4th, 1986, to September 27th, 1986 





Secure your chance to win now! Mail your coupon taday! 
Mail to: W. Ruge ` Heidenkampsweg 32 - D-2000 Hamburg 1 + W.-Germany 


EnglishO Mr. Mrs.O Miss 





Please write in German C 
Clear letter- printing please 


First name | | 

Surname a ee 

Street eT TS Dn aT Tey PT | 
code STS Ts Te TT RY TSP TT TV GI 
ee et a TE E S A S) 

Country aS ENO PR a eS L ED cs 
Charge my O DINERS CLUB CO AMERICAN EXPRESS -Card 

Name of Card Holder | i i i i 1i 1 i i jj 1 i 
Acct. No. Es CEM RR VR EES Ya TY E 
Expiration Date |_1oi i i | i | | ij 1 1 1 i J 
Signature z oe 








Government 
Controlled 





dticket-num 
the period A 





very 3r 
within 






It's easy to participate: 












@ Please send us the order coupon — or if missing - a letter 
@ Attach payment for the tickets you want, using either cash by 
registered airmail-postage, Jl f tal order, eq 

drawn by ba Ive C Iso pay yot 
ticket after receipt of the invoice 

@ We send you the tickets, further rmation and the official dr 
schedule. After each cl y the officia ning 
ogett tfor the next class, as your previous ticket i 
eliminated tery after 

KJ You w eoch time you win withir ’ ' mi 
will be transfe ] by cheque t jce you \ > pri 






money is paid to you free of German tax and the w amount wil 


be paid without any deducations. You remain absolutely anony 


varantee fast, reliable and confidential service world-wide 


This is why it is interesting for you to join 
the lottery: 133 million DM prize money 
1 x 2 million DM as maximum prize-money 
1x 1 million DM 
24 x 1 million DM or 240 x 100.000 DM 
41 x 50.000 DM 


and in addition: 
147.394 x prizes up to 25.000 DM 





Mail to: Walther Ruge > Heidenkampsweg 32 
D-2000 Hamburg 1 - West-Germany 


Order Colmar ensei 


Win 100 % with a 1/1 ticket, or 50 % with a 1/2 ticket or 
25% with a 1/4 ticket. Don't forget: either way, every ~ 
3rd ticket number wins guaranteed! Try your luck! O 
Please fill in the number of tickets you want to order with 
this coupon 
DM 





| 17/1 ticket |741,- 


1/2 ticket |381,- 


approx 300,- US $ or 202, 





approx 155,- US $ or 104, 





1/4 ticket |201,- (approx 82,- US $or 55, 


* The qouted US-$ or £ equivalents are only a rough estimate. For 
exact exchange rates please ask your bank. 


All prizes are for all 6 classes including air mail postage and 
winning list after each class. No additional charges! Valid only 
where legal! 


Vaid onty where legal Not avaliable to residents of Singapore 


BENEATH CANADA'S SURFACE, 

THERE IS MORE ECONOMICAL 
ENERGY THAN ANYWHERE ELSE — 
IN THE WORLD. 





With the formation of Send for a copy of our 
Investment Canada, the investor's handbook and 
Canadian Government has discover all of the good 
placed the welcome mat reasons why Canada is 
Out to foreign investors. today’s land of opportu- 
Energy is one of the best nity for your company’s 








reasons why your com- business ventures. 
pany should consider the Come and see for your- 
invitation. 


self, Plan on attending 
Canada ranks number one “OPPORTUNITIES 
in overall energy resources CANADA”, a unique show- 
per capita. Number one case of Canadian industrial 
in its growth rate for oil capability and investment 
exports. Number one opportunities to be held in 
amongst industrialized Toronto, March 12, 13 and 
nations in energy trade 14, 1986. We will also 
surplus. And number one send you a brochure on 
in opportunity. There is “OPPORTUNITIES 
sufficient electricity, natural CANADA” 


gas, crude oil and coal to Attach your business 


Nok only ensure low cost card to a copy of this ad 
domestic consumption but and post it to: 
to ensure competitive Investment Canada 
manufacturing exports. : 


Canadian High Commission, 


In exploration, processing | MacDonald House, 
and manufacturing, 1 Grosvenor Square, London, 
Canada offers an ideal WIXOAB, England, U.K. 


environment for invest- 
ment. Energy supplies are 
secure and the stable 
prices average out as the 
lowest in the world. 


WELCOME TO THE 
NEW SPIRIT OF ENTERPRISE 





INVESTMENT 
CANADA 
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Creating more reliable systems 
for air traffic control. 
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a As air traffic grows, sodoes and intelligent peripherals to keep separated without the distracting 

P the burden on the people and systems working in spite of component burden of compensating for failed 

f that direct it. malfunctions. computer capabilities. 

k Continuous surveillance is Each computer in the Lockheed systems specialists 
essential in a crowded sky. To prevent network contains its own internal also are working on programs that 
system shutdowns, Lockheed has redundant hardware. Should a include radar, sensors, and image 


devised an innovative combination component malfunction, itcanbe processing. Whether it’s for air 

of computer hardware and software. detected, isolated, and the circuit traffic control to safeguard the skies 
It's called a distributed network, and board replaced while the system or weapon control to support 

it enables fault-tolerant computers continues to operate. This unique America's defense capabilities, 


— Lockheed fault-tolerant design helps air Lockheed technology continues to 
=, traffic controllers keep traffic safely advance the science of system design 


rT 


Giving shape to imagination. 


